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BRIEF OF APPELLANTS 


Statement of the Case 

This case involves a demand by the Unemployment Com¬ 
pensation Board of the District of Columbia that Appellant, 
International Reform Federation, pay an unemployment 
compensation tax, upon its employees, as defined by Para- j 
graph 7, Section 1 b of the District of Columbia Unemploy¬ 
ment Compensation Act, the pertinent portion—(exempting 
Appellant—as it contends)— reading as follows: 

“Service performed in the employ of a corporation, 
community chest, fund, or foundation, organized and 
operated exclusively for religious, charitable, scientific 
literary, or educational purposes, or for the prevention 
of cruelty to children or animals, no part of the net 
earnings of which inures to the benefit of any private 
shareholder or individual.” 
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It will be noted that Appellant claims to belong to that 
group covered by Paragraph 7, or by Exception No. 7 of the 
Act relating to organizations ^'organized and operated ex¬ 
clusively for religious, charitable, scientific, literary or edur 
cational purposes.*^ 

Upon a reasonable revdew of the evidence documentary & 
oral in this record, and the interpretation of the meaning of 
the exception, rests this entire case. 

The provision of the Constitution of Appellant describing 
and limiting its objectives is in the following terms: 

“Article 2 Section 1.—The object of this corporation 
shall be the promotion of those reforms on which the 
churches sociologically agree while theologically dif¬ 
fering, such as the enactment and enforcement of laws 
prohibiting the alcoholic liquor traffic, the white slave 
traffic, harmful drugs and kindred evils in the United 
States and throughout the world; the defense of the 
Sabbath and purity; the suppression of gambling and 
political corruption; and the substitution of arbitration 
and conciliation for both industrial and international 
war.” (R. p. 14). 

To summarize but at the same time to clearly state what 

is disclosed bv the record, the Court should read Para- 

* 

graphs 4, 5, 6, 7, 8, 9 and 10 of the Findings of Fact and 
Conclusions of Law herein. (R. pp. 17 & 18). 

For the Court to see “all fours” of the case it remains 
only to have ])resented a clear summary of the oral evidence. 
This evidence consisted almost exclusively of the testimony 
of Dr. Clinton N. Howard, Appellant’s superintendent, who 
testified in substance as follows (R. pp. 29-32): 

That he "was Superintendent of the plaintiff Federation, 
and had been connected with the corporation in one capacity 
or another for many years; that the Federation was incor¬ 
porated under the present name in January, 1923, in the 
District of Columbia, and has occupied its own buildings 
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in the District since said date and now occui^ies its own 
building? at 134 B Street, Northeast, opposite the new Su¬ 
preme Court Building; that it has been in existence for 
forty-four years altogether, being unincorporated prior to 
1923; that it has occupied its present place of business for 
the last twelve years. 

Dr. Howard further testified that the objectives of the 
Federation, as stated in the Articles of Incorporation, are 
the promotion of those social, civil and moral reforms on 
which the Churches sociologically agree while theologically 
ditfering,—such objectives being the suppression of crime, 
intemperance, prostitution. Sabbath-breaking, gambling, 
drug addiction, obscene literature, erotic magazines, in¬ 
decent shows, crime inciting and lust exciting motion pic¬ 
tures, white slave traffic and the suppression of the opium 
traffic and habit forming drugs throughout the world; that 
it has maintained headquarters in this City and outside, 
expending much money in Asiatic countries in the suppres¬ 
sion of the opium traffic, having sent to foreign countries 
many thousands of dollars for scientific temperance, educa¬ 
tion and for other purposes. 

Dr. Howard further testified that Appellant maintained 
a department of law enforcement, chiefly engaged in the 
suppression of race-track gambling, purging the mails and 
news stands of erotic literature and the enforcement of 
moral laws in cities, counties and states; that its Literature 
Department is made available for schools, libraries and 
churches, and its official magazine now called “Progress”, 
of which the witness is editor, is mailed as an educational 
publication to libraries, churches, ministers and moral lead¬ 
ers, and to members of Congress and T-»egislatures, when 
moral measures are pending,—not related to political ac¬ 
tion. That the Federation is supported by voluntary con¬ 
tributions by members from every State in the Union, from 
Church budgets and voluntary offerings, and from a small 
endowment provided by the Will of its first Superintendent; 
that it has no salaried officers except Dr. Howard, its Super¬ 
intendent—Editor, and an office staff of two. 
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Dr. Howard further testified that the work of the Federa¬ 
tion is the presentation of facts and arguments against im¬ 
moral and illegal conditions throughout various sections of 
the United States; that one of its chief purposes is to co¬ 
operate with religious, charitable and educational organiza¬ 
tions similarly engaged; that it has devoted the time of its 
employees and its income to fighting for the prohibition of 
the alcoholic liquor traffic, the white slave traffic, traffic in 
harmful drugs and kindred evils; that other activities in 
which it engages are the defense of the sabbath and purity; 
the suppression of gambling and political corruption ; and 
the substitution of conciliation for both industrial and in¬ 
ternational war. 

Doctor Clinton N. Howard, further testified (without con¬ 
tradiction) that the Federation, during his superintendency 
and before, has engaged in efforts to secure new legislation 
and modification of existing legislation merely to make its 
chief objectives, defined in its charter, more easily attained', 
that its effort to secure legislation has always been inci¬ 
dental to its chief objectives of moral and religious better¬ 
ment; that such efforts have always been secondary to its 
other objectives, as defined in its charter and as testified to 
by Dr. Howard and only used as a means to the accomplish¬ 
ment of the moral and religious objectives for which it was 
founded; Dr. Howard further testified, without contradic¬ 
tion, that practically all of his time as Superintendent and 
Editor has been used in an effort to promote the objectives 
stated in the charter, and that the time used in efforts to 
secure new legislation has been very little in comparison to 
the time used for the general activities of the Federation; 
that practically all of the funds of the Federation, consist¬ 
ing of income from endo\vment and voluntary contributions, 
has been used in promoting the moral objectives of the 
Federation and not in an effort to secure legislation. (R. 
pp. 29-32). 
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ARGUMENT 

It is dear from the above summary of the evidence that 
the sole question before the Court is whether or not appel¬ 
lant is an organization exclusively engaged or operated for 
religious, charitable, scientific, literary or educational pur¬ 
poses. 

In the beginning it should be stated that, in the broad 
legal sense, Appellant is a charitable organization, since it 
operates without private profit, private shareholders, stock 
interest or stock control and is operated exclusively for 
causes of public morality, temperance and religion. 

The only question therefore is the narrow one: Whether 
or not it has engaged in activities of a political and quasi¬ 
political character in seeking to have legislation enacted 
which “un-classes” it as a charitable organization, in the 
strict taxation sense, and puts it in a category of organiza¬ 
tions which, while vrorking for causes of morality and re¬ 
ligion, do so through political activities rather than public 
propaganda and private appeal. 

According to the agreed statement of facts with respect 
to the activities of Appellant, which are claimed by the ap¬ 
pellees to “unclass” it, is the fact that it engages in efforts, 
from time to time, to secure new legislation and modifica¬ 
tion of existing legislation in order to make its work more 
effective and easier of accomplishment. Upon this point 
the statement of facts, agreed upon by counsel and certified 
by the court, shows that this work was incidental to the 
main objectives of appellant \ that the real vital objectives 
of Appellant were stated by its Superintendent, Dr. Howard 
in his testimony recited above (Record p. 29 to 32). 

T(he question therefore for discussion narrows itself down 
to one fundamental inquiry: 

Docs the fact that an old^ established, charitable organi¬ 
zation—as a/n incidental and secondary activity—urges up¬ 
on Congress and State Legislatures that new and better 
legislation he enacted for the moral, civic and religious 
betterment of the people, make of it an organization subject 
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to tax, whereas it tvould not be subject to tax if it lay dor¬ 
mant and. permitted vicious legislation to go unprotested 
and unmodified and made no effort either to secure new 
legislation or the modification of old? 

T!he above is the only question in the record for decision 
by the court. 

We respectfully urge upon the court that all of the au¬ 
thorities sustain our view that no incidental activity of a 
charitable organization puts it in a class where it is taxable 
as an employer under the D. C. Unemployment CompenscL- 
tion Act. 

On the contrary, if such work, even though set forth 
in its charter, is incidental, to its main objectives, it is ex¬ 
empt from the Unemployment Tax required to be paid by 
Paragraph 7, Section lb of the District of Columbia Un¬ 
employment Compensation Act. 

Upon this question, of the character of the work claimed 
by appellees to subject appellant to the unemployment tax 
complained of, was the evidence of Dr. C. N. Howard, and 
that alone, as certified by the Court as a Finding of Fact 
(Record p. 30) as follows: 

“The witness stated that the efforts of the Federa¬ 
tion to secure such legislation was not one of its chief 
objects but incidental and secondary thereto and that 
the time and effort used in securing new legislation 
had been very little in comparison of the time used in 
the other activities of the Federation.” (Record p. 30). 

There was no other evidence offered upon this subject and 
all of the evidence in the entire case upon this point is set 
forth with reasonable fullness in the above Findings of 
Fact by the Court. 

As shown in this cause, the appellant Federation is an 
organization which has been engaged for more than forty 
years in the work it is still carrying on; is an endowed ih- 
stitution and widely known throughout this country and 
abroad. It was organized in 1896 under the name of Na¬ 
tional Reform Bureau, and in January, 1923, changed its 
name to International Reform Federation (Record p. 16). 
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As set forth in the Findings of Fact by the Court, the 
charter objectives of the Federation, Article 2, Section 1, 
ai'c found herein. (Record p. 17). 

As already argued the Findings of Fact of the Court 
show that Appellant followed its charter objectives in all 
of its activities, consistently and continuously, spending its 
income, without profit to anyone, paying meager salaries 
and devoting itself unselfishly to the public, good, public 
morality and the advancement of Christian principles. 

There never was an organization, as Appellant’s Counsel 
earnestly urges, which has “done more with less.” or in¬ 
vested “small funds for greater good”, or given more un¬ 
selfish .service to the yniblic weal, in all the history of the 
country. 

Now, merely because Appellant has found it necessary, as 
an incidental activity, from time to time, to endeavor, 
through its Superintendent’s activities, to improve legis¬ 
lation to enable it to do better the great ta.sk assigned it by 
its charter, it is argued ,—from this fart alone ,—it must be 
treated as a non-charitable organization and required, from 
its meager income, to pay out several hundred dollars per 
year for an unemployment tax, under the section of law 
above-quoted. We submit that this position of Appellee is 
entirely untenable and we now undertake to establish this 
position by the authorities. 

From the beginning of this case Appellees have relied 
chiefly upon the case of Slee v. Commissioner of Internal 
Revenue, 42 Fed. 2d 184, to sustain their views that the work 
or effort of Appellant to secure new legislation “unclassed” 
it as an exempt corporation and made it taxable under the 
section herein involved. 

It is our view, on the contrary, that this case distinctly 
distinguishes Appellant from corporations which are tax¬ 
able upon the theory of the Court laid down in the Slee 
case. 

The Slee case involved a donation to the American Birth 
Control League to be used to carry on the general objective 
of the League, which was the spreading of propaganda in 
favor of birth control. Birth control, as is widely known, 






is a controversial subject, and one involved in doubt as to 
the ethics of the propaganda. The effort to popularize the 
Birth Control League’s program was its main objective, 
and the Court, upon consideration of the matter of a dona¬ 
tion made to the Birth Control League, held that the League 
must pay the unemployment compensation tax. 

However, in the Court’s opinion in the Slee case all dis¬ 
tinctions for which we are now contending and which are 
establi.shed by the evidence in our case were referred to by 
the Court. And we submit that had these conditions existed 
in the Slee case the Birth Control League would have been 
found to be exempt from tax. This is beyond serious ques¬ 
tion. 

In Judge Hand’s opinion in the Slee case, speaking of 
the American Birth Control League, he said: 

‘ ‘ The only part of its activities which can be thought 
to touch upon legislation is in directing persons how 
best to prepare proposals for changes in the law, and 
in distributing leaflets to legislators and others recom¬ 
mending such changes * *”. (page 185). 

He further said on the same page: 

“That the League is organized for charitable pur¬ 
poses seems to us clear, and the Board did not find 
otherwise. A free clinic, or one where only those pay 
who can, is a part of nearly every hospital, a recog¬ 
nized form of charitable venture.’’ 

The above statements apply to the Appellant in this case. 

Now come the distinguishing points in Judge Hand’s 
opinion. On page 185, towards the bottom of the page, this 
Court will observe that Judge Hand felt that the Birth 
Control League had no objective except a political objec¬ 
tive, that is, the securing of new legislation or modification 
of existing prohibitive legislation, the effect of which would 
free physicians and permit them to give information to 
prospective mothers whereby birth control could be realized. 
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This was the gen&ral objective. That is, it had no other 
objective according to its activities and charter. It was 
distinctly a political organization, undertaking to change 
the mental attitude and political leanings of the public on 
a general subject, controversial in character. As to such an 
organization. Judge Hand said; 

“Political agitation as such is outside the statute, 
however innocent the aim. • • * Controversies of that 
sort must be conducted without public subvention.’^ 

After the above quotation Judge Hand proceeds to define 
a charity which is not taxable in the following terms: 

“Nevertheless, there are many charitable, literary 
and scientific ventures that as an incident to their suc¬ 
cess reqidre changes in the law. A charity may need a 
special charter allowing it to receive larger gifts than 
the general laws allow. It would be strained to say 
that for this reason it became less exclusively charit¬ 
able, though much might have to be done to convince 
legislators.” (Underscoring ours) 

Following the above statement of the Court, and drawing 
another distinguishing characteristic, which sets Appellant 
in this case apart from the Birth Control League, Judge 
Hand said that activities which are termed ruediate, or 
special objectives of a charitable organization, although 
they may seek changes and improvements in laws applicable 
to its work, are still exclusively charitable if such legisla¬ 
tive activities are merely an intermediate purpose of the 
organization tending to make easier its primary purposes. 
On page 185, on this point, the Court said: 

“All such activities are mediate to the primary pur¬ 
pose, and would not, we should think, unclass the pro¬ 
moters. The agitation is ancillary to the end in chief, 
which remains the exclusive purpose of the associa¬ 
tion.” (Italics ours). 



— 10 — 


Another distin.snushin.s: point brought out in Judge 
Hand’s opinion, which exempts Appellant herein from taxa¬ 
tion, was that whenever a charitable organization enters 
into political activities, as a .^pecAal method of obtaining its 
main objective, it does not “unclass” itself as a charitable 
organization, that is, if its political activities are special 
and particularly designed to aid Its* chief objectives, it still 
remans exclusively charitable, educational or scientific, not¬ 
withstanding these activities. But if these activities are 
general, that is, if they are the main objectives of the or¬ 
ganization, it un-classes itself and becomes taxable. We 
quote as follows: 

“So far, however, as its political activities were 
general, it seems to us, regardless of how much we 
might be in sympathy with them, that its purposes can¬ 
not be said to be ‘exclusively’ charitable, educational 

or scientific. It mav indeed be for the best interests of 

* 

any community voluntarily to control the ])rocreation 
of children, but the question before us is whether the 
statute covers efforts to proselytize in that or other 
causes.” (p. 185) (italics ours). 

• • • # 

“They (certain charitable organizations described 
by the Court) are indistinguishable from societies to 
promote or defeat prohibition, to adhere to the League 
of Nations, to increase the Navy% or any other of the 
many causes in which ardent persons engage.” (p. 185) 

If the objectives of Appellant in this case had been con¬ 
fined to either or one of the objectives just referred to, that 
is, if Appellant had devoted itself generally and chiefly to 
the one objective of defeating prohibition by securing pro- 
hibitoiy laws, and if that were its primary purpose, and if 
such chief objective might be termed a political objective 
rather than a moral or spiritual objective (which in the case 
at bar it is not), and if its services and income were devoted 
to that matter generally, Judge Hand’s opinion might apply. 
But Appellant does not come within the definition of an 
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organization formed for a single political objective. Its 
objectives are varied, many and special, and entirely non¬ 
political, and it only seeks legislation in a special way, as a 
mediate purpose of reaching its chief objectives and as 
ancillary thereto. 

According to the uncontradicted testimony of Dr. Howard 
(Record p. 30) that part of Appellant’s activities criticized 
by Appellees, i. e., seeking new legislation or modification of 
old, was and is only an incident to its chief activities and 
chartered purposes, which distinguishes Appellant from the 
Slee case (R. p. 30). 

In the trial court counsel for Appellee cited the case 
Herbert E. FeUes, 9 B.T.A. 828 (1927), a decision by the 
Board of Tax Appeals. That decision should not be even 
treated as persuasive in this cuse because the plaintifip was 
not heard, not being a party, and there was not before that 
Board a complete showing of its activities. 

Appellee cited the case of Hazen, et al. v. National Rifle 
Association of America, hw., (1988) 69 App. D. C. 839, but 
we submit that that case does not effect the issue here. In 
that case Mr. Justice Miller of this Court said: 

“No one of these objects and activities is necessarily 
or exclusively educational in character.” 

Appellee also relies upon the interpretation of the law by 
Judge Hand in two other cases, to wit: Sun-Herald Cor¬ 
poration V. Duggan 73 Fed (2d) 298 and Vanderbilt v. Com¬ 
missioner of Infernal Reveniu.', 98 Fed. (2d) 860. 

The Sun-Herald case is distinctly not applicable to the 
question here because in that case the Court held that the 
Sun-Herald Corporation, according to its charter, was or¬ 
ganized for one purpose, that is, to hold title to lands for 
another corporation, which other corporation was not tax¬ 
able on its property. The Findings of Fact by the Court 
therefore distinguishes that case in every substantial re¬ 
spect from the case at bar. 
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In the Sun-Herald case the Court said: 

“We are not justified in treating the two as iden¬ 
tical or the income of Sun-Herald Corporation as that 
of Museum Estates, Inc. The income of the Sun- 
Herald must be regarded as that of any corporation or¬ 
ganized to conduct a newspaper business. Such a cor¬ 
poration is not exempt from income taxes, for it was 
not organized for the exclusive purpose of holding title 
to property, collecting income therefrom, and turning 
over the same to an organization which is exempt from 
the tax. Indeed, there is legally nothing to prevent it 
from re-engaging in a newspaper publishing business 
as authorized by its character.” (page 300) 


It will be seen that in the above case the objectives of the 
corporation were commercial and that it was organized on 
such a broad scale of activity that the court found it might, 
at any time, re-engage “in a newspaper publishing busi¬ 
ness as authorized by its charter.” 

In the case at bar the plaintiff was organized and oper¬ 
ated exclusively for purposes deemed in law as charitable 
and engaged in no activities which “un-class it” as a char¬ 
itable organization. 

Likewise the third case relied upon by appellees, Vamder- 
bilt V. Commissioner of Internal Revenue, 93 Fed. (2d) 
360, is distinctly distinguishable from the case at bar. 

In the Vanderbilt case Mrs. Belmont bequeathed to the 
National Woman’s Party—a political organization—$100,- 
000 in the following language: 

“Third. I give and bequeath to National Woman’s 
Party, a corporation organized and existing under and 
by virtue of the Laws of the District of Columbia, 
United States of America, the sum of one hundred 
thousand ($100,000) dollars.” (p. 361) 
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In the constitution and by-laws of the National Woman’s 
Party is found the following clause: 

“The object of this organization shall be to secure for 
women complete equality with men under the law and 
in all human relationships.” 

It will be noted from an examination of the conclusions 
of the Court that the National Woman’s Party was a po¬ 
litical organization and that its main objective, as defined 
by the clause in its constitution just quoted, was political, 
and that the purpose of its officers and directors and of the 
corporation itself was to secure for women complete equal¬ 
ity with men under the law and in all human relationships. 
It worked for this objective and none of its work was of a 
class deemed by the law to be charitable. It was a political 
organizatio7i. Further, the Board of Tax Appeals found 
as a fact from the evidence (and the Court of Appeals ad¬ 
hered thereto) that the corporation was not operated ex¬ 
clusively for educational purposes (page 362). 

In this case also the Court approved its previous finding 
in the Slee case, which we have quoted from above, and 
held that, “As its political activities were general, it seems 
to us, regardless of how much we might be in sympathy 
with them, that its purposes cannot be said to be ‘exclusive¬ 
ly’ charitable, educational or scientific.” (93 Fed 2d 362) 
Here it will appear to the Court that the activities of the j 
National Woman’s Party along political lines were general 
and not “mediate,” “ancillary,” “incidental,” or special 
as in the case of the Appellant herein. 

We again observe that in respect to Appellant, each of 
the cases cited by Appellee below supports appellant’s non¬ 
taxability, in that said cases hold by inference and express¬ 
ly tJiat any charitable orfianization is exenipt from, taxa¬ 
tion, even though it indulges in political activities, provided 
those activities are special, that is, for a special purpose, in 
aid of the organization’s chief objectives, and, provided 
further that they are ancillary, mediate and/or incidental 
to such main or chief objectives. 
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Analogfous Rulings Which Apply Forcibly Here 

In the case of W. Trinidad, Insulrar Collector v. Sagrada 
Orden de Predicadores, 263 U. S. 579, 68 L. Ed. 459, in¬ 
volving the question of liability for income tax the respon¬ 
dent claimed exemption from f)ayinent because it was. 


“organized and operate exclusively for religious, char¬ 
itable, scientific or educational purposes, no part of 
the net income of which enures to the benefit of any 
private stockholder or individual.’’ 

The Supreme (’ourt, ui)on consideration of the above 
language, found as a fact from the record that respondent 
was a religious organization, Imt that it had a branch of its 
business, the sale of wine, upon which it made a profit, but 
that the profit went into the treasury of the religious or¬ 
ganization to carry on its chief objectives, which were re¬ 
ligious and charitable. 

Upon the above facts, the Court held that the organiza¬ 
tion was not taxable, using the following language: 


“As respects the transactions in wine, chocolate, and 
other articles, we think they do not amount to engag¬ 
ing in trade in any proper sense of the term. It is not 
claimed that there is any selling to the public or in 
competition with others. The articles are merely 
bought and supplied for use within the plaintiff’s own 
organization and agencies,—some of them for strictly 
religious use and the others for uses which are purely 
incidental to the ivorh which the plaintiff is camjing 
on. That the transactions yield some profit is, in the 
circumstances, a negligihle factor. Financial gain is 
not the end to which thev are directed. 

“Our conclusion is that the plaintiff is organized and 
operated exclusively for religious, charitable and edu¬ 
cational purposes within the meaning of the excepting 
clause.” ( Italics ours) (p. 460). 
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It will be noted that the lanj 2 :uaj>:e exempting from taxa¬ 
tion is practically identical with the statute involved here. 

In the case of Retailers Credit of Alameda County 

V. Commissioner of Internal Ret'cnue, 90 Fed. (2d) 47, we 
have a situation where appellant. The Retailers Credit As¬ 
sociation, sought exemption from income tax, claiming that 
certain business it did was to engage in collections and credit 
reporting. These rights were set forth also in its charter 
and the facts were admitted. 

In this case the Board of Tax Appeals had denied ex¬ 
emption. 

The Circuit Court, further analyzing the facts in the 
Retailers Credit Association case, considered the facts in 
several other cases, particularly those in Trinidad v. Sag- 
rada Orden, 263 U. S. 578. In the Sagrada Orden case 
the Court stated that transactions of said Sagrada Orden 
in wine, chocolate and other articles, (supra). 

“ ‘Do not amount in engaging in trade in any proper 
sense of the term,’ upon the theory that such trading 
was purely incidental to the pursuit of the purposes 
specified in the statute.” (p. 51) 

The Court thereupon stated the controlling principle as 
follows: 

‘‘We believe that case to be analogous to the instant 
case. The statute as interpreted by the regulations 
say that the purpose of the business league must not 
be to engage in a regular business of a kind ordinarily 
carried on for profit.’ We believe that the proper 
interpretation of that rule is that, if the purpose to en¬ 
gage in such a business is only incidental or subordi¬ 
nate to the main or principal purposes reqxdred by 
statute, then exemption catinot be denied on the. ground 
that the purpose is to engage in su/'h a business. 
Northwestern Jobbers’ Credit Bureau v. Commissioner 
(C. C. A. 8), 37 F. (2d) 880, and Produce Exchange 
Stock Clearing Ass’n v. Helvering (C. C. A. 2), supra, 
are not contrary to our holding.” (Italics ours) 
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The Court denied exemption, however, in the Retailers’ 
Credit Association case, supra, because it found that the 
business referred to, carried on by said Association, was 
*'Not incidental to a main or principal purpose, but is (was) 
in fact a principal or main purpose.” 90 Fed. (2d) 52. 

I In the case of Rochets Beach, Inc. v. Commissioner of 
Internal Revenue, 96 Fed. (2d) 776, we have the question 
whether or not an organization, “Organized and operated 
exclusively for religious, charitable, scientific, literary or 
educational purposes, or for the prevention of cruelty to 
children or animals, no part of which enures to the benefit 
of any private shareholder or individual,” was exempt from 
income tax. 

TTie Court held (page 778): 

“Asa question of fact, it seems clear that the corpor- 
I ation was organized and operated exclusively for char¬ 
itable purposes; and the Board made no finding to the 
contrary. It denied exemption on the theory that the 
stated purposes for which a corporation is organized 
must he found in its charter. We think this is too 
narrow a view. Appeal of Unity School of Christian¬ 
ity, 4 B. T. A. 61, is in point. There a corporation 
was organized under the business corporation law of 
Missouri and, so far as its charter indicated, its oper¬ 
ations might be conducted for private gain. Extrin¬ 
sic evidence showed that the actual purpose of organ¬ 
izing the corporation was religious and educational 
despite the adverse implication arising from the statute 
under which it was incorporated; and this was held 
enough to entitle it to exemption. The Commissioner 
acquiesced in this decision.” (Italics ours) 

In the above case the Court discounted the ultimate value 
of charter provisions of a corporation. 

It will be seen therefore that charter provisions are not 
the only gauge by which taxes may be levied against charit¬ 
able organizations. More to the point are the real activities 
of the corporation and whether or not they are exclusively 
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charitable, religious or educational. Even the source of 
income of such a corporation is not very significant. The 
destination of its income is the controlling consideration in 
determining whether or not it is exclusively charitable. 
On this point the Court said: 


“This does not mean that to come within the exemp¬ 
tion a corporation may not conduct business activities, 
for profit. The destination of the income is more sig¬ 
nificant them its source. , See Trinidad v. Sagrada Or- 
den, 263 U. S. 578, 68 L. Ed. 458.” (Italics ours) 

So it may be properly argued that it is not vital whether 
or not a charitable organization incidental to its chief ob¬ 
jectives tries to secure better legislation. The real question 
is for what purpose does it seek such legislation. If its 
purpose is to advance the religious, charitable, scientific or 
educational purposes for which it is chartered then it would 
still be exempt from taxation. 

Further discussing the binding effect of charter provis¬ 
ions as related to taxation, the Court, to all intents and 
purposes partially overruled its previous decision in Sun- 
Herald Corporation v. Duggan, 73 Fed. (2d) 298 —^upon 
which appellees rely—and held as follows: 

“It is true that this court intimated an opposite view 
in Sun-Herald Corporation v. Duggan, 73 F. 2d 298, 
where we said that ‘organized’ meant ‘incorporated,’ 
and we referred to several rulings of the Commissioner 
of Internal Revenue to the effect that the right of a 
corporation to an exemption is to be determined by 
the powers given it in its charter. The decision in the 
Duggan case was correct, for the real issue was whether 
a subsequently formed purpose to hold the property 
of a business corporation for an exempt institution to 
which all its stock has been given entitled it to exemp¬ 
tion under section 103 (14).” 
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Hhe Court denied exemption, however, in the Retailers’ 
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Duggan case was correct, for the real issue was whether 
a subsequently formed purpose to hold the property 
of a business corporation for an exempt institution to 
which all its stock has been given entitled it to exemp¬ 
tion under section 103 (14).” 
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The same principle is definitely maintained in the opin¬ 
ion of the United States Circuit Court of Appeals for the 
First Circuit, United States v. Proprietors of Social Law 
Library, 102 Fed. (2d) 481. In that ease the same exemp¬ 
tion provisions of the Federal Revenue Laws, Section 101 
(of tlie Act of 19H4) were under consideration. That sec¬ 
tion, as heretofore stated, exempts from taxation organiza¬ 
tions operating “Exclusively for religious, charitable, 
scientific, literary or educational purposes.” In this de¬ 
cision the Court held that an exemption statute should be 
liberally construed and that the rule of narrow scrutiny 
of a statute <loes not apply. We quote from the opinion 
of the Coiirl as follows: 

“As Judge A. N. Hand said in Slocum et al v. 
Bowe)-s, I). C., 15 F. 2d. 400, 403: 

“ ‘The policy of exempting these corporations is 
firmly established and has been continuously expand¬ 
ing ever since the system of income taxation was 
adopted. The statute should be read, if possible, in 
such a way as to carry out this policy and not to make 
the result turn on accidental circumstances or legal 
technicalities.’ 

“The term ‘charitable’ is a generic term and includes 
literary, religious, scientific and educational institu¬ 
tions. As the court said in Missouri Historical Society 
V. Academy of Science, 94 Mo. 4;59, 8 S. W. .346, cited 
in Simmons et al v. Fidelity National Bank & Trust 
Co. of Kansas City, 8 Cir.'64 F. 2d 602: 

“ ‘Any gift not inconsistent with existing laws, 
which is promotive of science, or tends to the education, 
enlightenment, benefit or amelioration of the condi¬ 
tion of mankind, or the diffusion of useful knowledge, 
or is for public convenience, is a charitv * * *’ (94 Mo. 
549, 8 S. W. 3-18)” 

“Also see to the same effect St. IjOuis Union Trust 
Company et al v. Burnet, 8 Cir. 59 F. 2nd. 922, 927.” 



In a study of the facts in this case it appears that the 
law library carried on certain commercial activities such 
as charging for tuition. The Court clearly and properly 
held that this made no difference as we have heretofore 
maintained in this argument and that the association was 
exempt from taxation. 

CONCLUSION 

If appellant in this case is subject to this tax so would be 
a Church or religious sect, or associations made up there¬ 
from, or from among our best citizenship, who desire to 
band themselves together to render unselfish public service. 

Xo service may be rendered efficiently without necessary 
legislation protecting and encouraging such activities. 

A desire and effort to procure such legislation is an im¬ 
plied power which every charitable organization has a right 
to use in proper bounds by appropriate petitions and ap¬ 
peals. Such rights are guaranteed by the provisions of the 
Constitution and are sacred privileges. It is unthinkable 
that the exercise of such a privilege makes an organization, 
devoted to ethics and religion, taxable under the District 
of Columbia Unemployment Compen.sation Act here under 
consideration. 

Further^-fin view of the fact that the uncontradieted evi¬ 
dence in this case shows that all activities, such as an effort 
to procure new or remedial legislation (which appellee con¬ 
tends were outside of the truly charitable objectives of ap¬ 
pellant) were special, that is, merely in aid of the chief 
objectives of the organization* tvere mediate, that is, were 
designed to aid in the accomplishments of the chief objec¬ 
tives of appellant, as an intermediate step in its program 
and were ancillary and incidental to its said chief objec¬ 
tives^ A»y other interpretation of the law would be against I 
the authorities, in violation of the principles laid down by 
the Supreme Court and our appellate courts in the cases 
above cited, and would be a dangerous suppression of the 
activities of an organization which has lived up to the high 
principles of fighting for better and cleaner government. 
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Such a construction of the law as contended for by ap¬ 
pellees would place upon appellant a burden of taxation 
which would greatly hamper the activities which it has 
carried on for more than fifty years and which activities 
have been highly sacrificial, resulting in great national 
good, and preventing the spread of many national evils. 

We earnestly submit to the Court that no such narrow 
contention as that made here by appellees should be enter¬ 
tained, but that on the other hand the Court should give 
the law a liberal interpretation in line with its beneficial 
purposes and in conformity to the principles laid down by 
the Courts over a period of generations and fully set jtorth 

Robert H. McNsiLi., 

1627 K Street, N. W. 

Washington, D. C. 

Attorney for Appellant 
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BRIEF AND APPENDIX ON BEHALF OF APPELLEE 


COUNTER-STATEMENT OF THE CASE 

The appellant, International Reform Federation, instituted 
this action in the District Court of the United States for the 
District of Columbia seeking to enjoin the appellee from re¬ 
quiring the appellant to make unemployment compensation 
reports and to pay unemployment compensation contributions 
to appellee and seeking a declaratory judgment defining the 
relative rights of the parties under the provisions of the Dis¬ 
trict of Columbia Unemployment Compensation Act, as 
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amended, c 726, 49 Stat. 188S, Title 8, Chapter 13, Section 
311 B 7, Supplement V, D. C. Code. The lower court, in mem¬ 
orandum opinion, dismissed the appellant’s complaint (Ap¬ 
pendix pp. 9a-10a) and entered a final judgment declaring that 
the appellant is an employer within the meaning of the District 
of Columbia Unemployment Compensation Act, as amended; 
and, as such, appellant is required to comply with the provi¬ 
sions of said Act (Appendix p. 16a). 

The facts in this case have been agreed to by counsel. (Ap- 
X)endix pp.3a-9a). The agreed statement of facts is listed in 
the index of the record on appeal as “Defendant’s Counter- 
Statement of Evidence.” This is an obviously erroneous no¬ 
menclature since on the last page of this document counsel for 
the appellant has written “Agreed to Oct. 4, 1941, R. H. 
McXeill, Atty. for Plft.” (Appendix p. 9a,) 

Appellant on Page 2 of its brief, has casually mentioned Par¬ 
agraphs 4, 5, 6, 7, 8, 9, and 10 of the Findings of Fact and the 
Conclusions of Law. (Appendix pp. lOa-loa). The facts 
outlined in these paragraphs are so important to the determin¬ 
ation of the issues of this case that appellee feels that a full 
discussion of them is essential. 

In the agreed statement of facts it is stipulated that the fol¬ 
lowing data and information; 

(1) A copy of the Constitution of the appellant, as amended 
April 16, 1937; 

(2) An official pamphlet of the appellant entitled “The Ob¬ 
jects, Methods and Achievements of the International Reform 
Federation”; 

(3) Reports on Hearing before a Sub-Committee on Judici¬ 
ary of the Committee on the District of Columbia, House of 
Representatives. 74th Congress, 2nd Session, on H. R. 10387; 

(4) Volume 27, No. 3, issued in June, 1937, of the official 
publication of the appellant, “Twentieth Century Progress”; 

(5) A letter from the General Superintendent of the appel¬ 
lant to appellee dated June 1. 1939; 
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(6) A letter from the General Superintendent of the appel¬ 
lant to the appellee dated June 2, 1939; 
were all submitted to the appellee in order that the appellee 
would be able to make a ruling on appellant’s status under the 
District of Columbia Unemployment Compensation Act, as 
amended. (Appendix p. 2a). These documents are all a 
part of the record of this case (R. 12-13). 

Article II. Section 1 of the Constitution of the appellant 
(Exhibit B) in setting out its objects states in part as follows: 

“The object of this corporation shall be the pro¬ 
motion of those reforms on which the churches socio¬ 
logically agree while theologically differing, such as 
the enactment and enforcement of laws prohibiting 
the alcoholic liquor traffic, the white slave traffic, 
harmful drugs and kindred evils in the United States 
and throughout the world; * * (Appendix p. 

4a.) (Italics added.) 

Article IV, Section 2, of the Constitution of the appellant 
gives appellant’s General Superintendent power to employ and 
discharge a Law Enforcement Director and a Legislative Su¬ 
perintendent and to conduct campaigns for the enactment and 
enforcement of laws for the adoption or repeal of constitutional 
omendments, state and federal, or for the election of public offi¬ 
cials. whenever, in his judgment, there is a moral issue at stake 
of such consequence to justify participation of the appellant. 
(Appendix p. 6a). Article IV, Section 5, of the Constitu¬ 
tion of the appellant provides that appellant may have a Leg¬ 
islative Director who shall have charge, under the direction of 
the General Superintendent, of securing the enactment of fed¬ 
eral and state laivs affecting morals, and shall defeat and re¬ 
peal had legislation. (Appendix p. 6a.) Dr. Clinton N. 
Howard, appellant’s General Superintendent, testified in the 
lower court that the duties of the offices of Legislative Super¬ 
intendent and Legislative Director had been filled since Jan- 
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uary 1, 1936 (the effective date of the District of Columbia 
Unemployment Compensation Act) by some official of the 
appellant or by himself as General Superintendent. (Appen¬ 
dix p. 6a.) 

An official pamphlet of the appellant entitled “The Objects, 
Methods and Achievements of the International Reform Fed¬ 
eration” (Exhibit C) states on page 3 that appellant has se¬ 
cured the enactment of eighteen Acts of Congress and on pages 
5-6 lists the eighteen “Legislative Victories.” This pamphlet 
also lists thirty subjects on which some type of legislation has 
been recommended by appellant to various legislatures. (Ap¬ 
pendix pp. 6a-7a.) Dr. Clinton N. Howard, General Superin¬ 
tendent of appellant, testified in the lower court that this pam¬ 
phlet was still being distributed by the appellant as a repre¬ 
sentation of the appellant’s present and past work (Appendix 
p. 7a). 

The official report of the hearing on the Sub-Committee on 
Judiciary of the Committee on the District of Columbia in the 
House of Representatives on the establishment of a racing 
board (Exhibit D) reports the testimony of Henry N. Pringle, 
Assistant Superintendent of appellant, testifying at this hear¬ 
ing on behalf of the appellant. Mr. Pringle’s testimony is re¬ 
corded from Pages 44 to 57 inclusive of this report (R. p. 32). 

In the June. 1937, issue of an official publication of the ap¬ 
pellant called “Twentieth Century Progress” (Exhibit E), 
which publication is edited by the appellant’s General Super¬ 
intendent, Dr. Clinton X. Howard, there is contained an article 
entitled “A Going Concern”. This article states that for forty- 
one years the appellant has been writing laws for thirty-six 
States of the Union on the various subjects in which the ap¬ 
pellant is interested (Appendix p. 7a). 

A letter dated June 1. 1939. from the General Superintendent 
of the appellant to the appellee (Exhibit F) states that the 
appellant has written laws or moral legislation for thirty-six 
States of the United States and eighteen moral laws that have 
been passed by Congress, enumerated in the official reports and 
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bound volumes of the appellant. (Appendix p. 7a.) In a letter 
dated June 2, 1939, from the (leneral Superintendent of the 
appellant to the appellee (Exhibit G) it is stated that the 
thirty-four laws to which Mr. Hinshaw (an official of the ap¬ 
pellant) referred w’ere enacted by the local state and national 
authorities, either at the appellant’s suggestion or that they 
were drawn by the appellant’s legal department upon request 
(Appendix p. 8a). 

Dr. Howard, appellant’s General Superintendent, admitted 
that an official publication of appellant, entitled ‘'The Twen¬ 
tieth C-entury Progress,” is sent to members of the United 
States Congress and the state legislatures when moral issues 
are pending. (Appendix p. 4a.) 

Counsel for the appellant and the appellee agreed by stipu¬ 
lation that the appellant attempts to accomplish its objects 
and purposes through the dissemination of literature and pam¬ 
phlets containing informational material, statistics and other 
data on its various objects. Counsel further agreed that the 
appellant attempts to carry out its purposes by carrying oii 
propaganda to accomplish its aims and by active work before 
Congressional Committees and Committees of State Legisla¬ 
tures. Counsel agreed also that appellant drafts laws to be 
introduced in the United States Congress and various State 
I.egislatures (Appendix p. 2a). 

In order to clarify certain apparent inconsistancies existing 
between appellant’s and appellee’s statement of the case, it is 
deemed necessary to point out certain statements of appellant 
which are not a part of or which are inconsistent with the 
record. 

On Page 3 of the appellant’s brief in the first indented para¬ 
graph, appellant states that “Dr. Howard further testified that 
the objectives of the Federation,” this phrase should read 
“Dr. Howard further testified that part of the objectives of the 
Federation.” This qualification is essential because appellant 
in this paragraph has completely eliminated any discussion of 
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the appellant’s broad legislative purposes and activities. 

On Page 3 of the appellant’s brief, a little below the middle 
of the second indented paragraph, the phrase “not related to 
political action” should be eliminated. There is nothing in the 
record to support such statement. 

On Page 4 of the appellant’s brief, in the first indented para¬ 
graph, appellant states “that one of its chief purposes.” This 
phrase should read “one of its purposes” (Appendix p. 5a). 
In this same paragraph, appellant states that “it has devoted 
the time.” This phrase should read “it has devoted part of the 
time.” (Appendix p. oa.) 

On Page 4 of appellant’s brief, second indented paragraph, 
there are so many statements which are not contained in the 
records that it is deemed necessary to re-state the entire para¬ 
graph as it appears in the record. It should read: “Dr. Clinton 
N. Howard further testified that the Federation during his su¬ 
perintendency and before, had engaged in efforts to secure new 
legislation and modification of existing legislation in accord¬ 
ance with its charter; that such efforts of the Federation to se¬ 
cure such legislation was not one of its chief purposes but in¬ 
cidental and secondary thereto; that the time and efforts used 
in securing new legislation had been very little in comparison 
with the time used in the other activities of the Federation.” 
(Appendix p. oa.) 


STATUTES INVOLVED 

“Section 1. As used in this Act. unless the context indicates 
otherwise— 

“(a) The term ‘employer’ means the District, and every in¬ 
dividual and type of organization for whom services are per¬ 
formed under a contract of employment. 

“(b) The term ‘employment’ means any service, of what¬ 
ever nature, including employment in interstate commerce 
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performed after December 31, 1935, within the United States, 
by any individual under any contract of hire, oral or written, 
express or implied, so long as the greater part, as determined 
by the Board under regulations prescribed by it, of the service 
performed under such contract is performed within the Dis¬ 
trict, except—” 

(Act of August 28, 1935, Public No. 386—74th Congress; 
c 794; 49 Stat. 946; Title 7, Ch. 13, Sec. 311, Supp. V, D. C. 
Code.) 

“(7) service performed in the employ of a corporation, com¬ 
munity chest, fund, or foundation, organized and operated ex¬ 
clusively for religious, charitable, scientific, literary, or educa¬ 
tional purposes, or for the prevention of cruelty to children or 
animals, no part of the net earnings of which inures to the ben¬ 
efit of any private shareholder or individual;” 

(Act of June 23,1936, Public No. 762—74th Congress; c 726; 
49 Stat. 1888; Title 8, Ch. 13, Sec. 311 B 7, Supp. V, D. C. 
Code.) 

“Sec. 3. (a) Every employer who employs one or more indi¬ 
viduals in any employment shall for each month, beginning 
with the month of January, 1936, pay contributions equal to 
the following percentages of the total wages payable (regard¬ 
less of the time of payment) with respect to such employment 
by him during such month; 

(1) With respect to employment during the calendar 
year 1936 the rate shall be 1 per centum; 

(2) With respect to employment during the calendar 
year 1937 the rate shall be 2 per centum; 

(3) With respect to employment during the calendar 
years 1938,1939 the rate shall be 3 per centum;” 

(Act of August 28. 1935. Public No. 386—74th Congress; 
c 794; 49 Stat. 947-948; Title 8. Ch. 13, Sec. 313, Supp. V, 
D. C. Code.) 

“(b) Every employer who employs one or more individuals 
in any employment shall, beginning with the month of Jan- 
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uary, 1940, pay 2.7 per centum of the total wages paid with 
respect to such employment.” 

(Act of July 2, 1940, Public Xo. 719—76th Congress; c 524, 
54 Stat. 731.) 


SUMMARY OF ARGUMENT 

L The court in construing this statute should consider the fun¬ 
damental principle of law that exemptions from taxation arei 
strictly construed and any doubt must be resolved in favor of the 
taxing authority. Consequently if there is any doubt as to the 
meaning of the statute in question, that doubt should be resolved 
in favor of the appellee. 

n. In determining the purposes of the appellant, the court should 
consider not only the objects which are disclosed in the Charter, 
Constitution, and By-laws, but also what activities are actually- 
carried on. 

in. A. Appellants objects and activities are such that it cannot 
be classed as a corporation organized and operated for charitable 
purposes within the meaning of Paragraph 7, Section 1(b) of the 
District of Columbia Unemployment Compensation Act. 

B. Appellants objects and activities are such that it cannot be 
classed as a corporation organized and operated for religious pur¬ 
poses within the meaning of Paragraph 7, Section 1(b) of the Dis¬ 
trict of Columbia Unemployment Compensation Act. 

C. Appellants objects and activities are such that it cannot be 
classed as a corporation organized and operated for educational 
purposes within the meaning of Paragraph 7, Section 1(b) of the 
District of Columbia Unemployment Compensation Act. 

IV. If the appellant could be classed as a corporation organized 
and operated to some extent for charitable, religious, or educa¬ 
tional purposes, nevertheless, it is not organized and operated EX¬ 
CLUSIVELY for charitable, religious, or educational purposes 
within the meaning of Paragraph 7, Section 1(b) of the District 
of Columbia Unemployment Compensation Act because of its 
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broad general promotional and propaganda objects and activities. 

V. If the appellant could be classed as a corporation organized 
and operated to some extent for charitable, religious, or educa- 
donal purposes, nevertheless, it is not organized and operated EX¬ 
CLUSIVELY for charitable, religious, or educational purposes 
vidthin the meaning of Paragraph 7, Section 1(b) of the District 
of Columbia Unemployment Compensation Act because of its 
broad general legislative and political objects and activities. 

BRIEF OF APPELLEE 


ARGUMENT 


In the final analysis the sole question before the court is 
whether or not appellant is organized and operated exclusively 
for charitable, religious, or educational purposes within the 
scope and intent of Paragraph 7 of Section 1 (b) of the Dis¬ 
trict of Columbia Unemployment Compensation Act. Act of 
June 23, 1936, Public No. 762—74th Congress c. 726, 49 Stat, 
1888; Title 8. Ch. 13, Section 311 B7, Supp. V, D. C. Code. 

I 

Exemptions from taxation are strictly construed and any doubt 
must be resolved in favor of the taxing authority. 

It is a fundamental principle of statutory construction that 
exemptions from taxation are strictly construed. This rule has 
been applied by the Supreme Court of the United States on 
iiumerous occasions. 

In the case of Phoenix Fire and Marine Ins. Co. v. Tennes¬ 
see, 161 U.S. 174, the Court said on page 177: 

u* ♦ * It must always be borne in mind in constru- 
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ing language of this nature that the claim for exemp¬ 
tion must be made out wholly beyond doubt; for, as 
stated by Mr. Justice Harlan in Burlington Kansas 
City Railroad v. Guffey, 120 U.S. 569,575: ‘It is the 
settled doctrine of this Court that an immunity from 
taxation by a state will not be recognized unless grant¬ 
ed in terms too plain to be mistaken.’ ” 

In the case of Bank of Commerce v. Tennessee, 104 U.S. 493, 
the Court said on page 495: 

“That statutes imposing restrictions upon the tax¬ 
ing power of a State, except so far as they tend to 
secure uniformity and equ^ity of assessment, are to 
be strictly construed is a familiar rule. Against the 
pow’er nothing is to be taken by interference and pre¬ 
sumption. Where a doubt arises as to the existence 
of the restriction, it is to be decided in favor of the 
State.” 

See also: 

Mohawk Mills Association, Inc. v. Miller, 22 N.Y.S. (2d) 
993; 

Medical Society of Kings County v. Neff, 53 N.Y.S. 1077; 

Nuns of Third Order of St. Dominic v. Younkin, 118 Kan. 
554, 235 P. 869; 

Bistline v. Bassett, 47 Idaho 66, 272 P. 696. 

The appellant calls the court’s attention to the cases of 
RoacNs Beach, Inc. v. Commissioner of Internal Revenue, 96 
Fed. (2d) 776 and United States v. Proprietor of Social Law 
Library, 102 Fed. (2d) 481. They are inapplicable to the pres¬ 
ent issue. In both of these cases it was first determined as a 
matter of fact that the organizations in question were wholly 
within the scope and intent of the exempting statute. Since 
this condition existed, the Courts did not permit a formal, 
technical, legal impediment to prevent the operation of the 


11 


spirit of the exemption provisions. However, in the case be¬ 
fore this Court the appellant is neither w’ithin the scope nor 
the intent of Paragraph 7 of Section 1 (b) of the District of 
Columbia Unemployment Compensation Act. Therefore, it 
is apparent that it is not to be presumed that appellant comes 
under the provisions of Paragraph 7 of Section 1 (b) of the 
District of Columbia Unemployment Compensation Act, but 
to the contrary that this statute should be strictly construed 
and any doubt which may arise in determining the appellant’s 
claim to exemption must be construed in favor of appellee, the 
District Unemployment Compensation Board. 

II 

The objects and purposes of a corporation as set out in its charter, 
constitution and by-laws, together with its usages, are determina¬ 
tive of the purposes of the corporation. 

This court in the case of Hazen, et al, v. National Rifle As- 
sociation of America, Inc., 69 App. D.C. 339, 101 Fed. (2d) 432, 
speaking through Mr. Justice Miller, in its decision on page 
342, said: 

“To ascertain whether a corporation falls within an 
exemption statute, it must be judged not only by its 
declared objects but also by what activities are ac¬ 
tually carried on.” 

In Bistline v. Bassett, supra, the Court said on page 697: 

“* * *To ascertain whether the property of a cor¬ 
poration falls within an exemption statute * * * it 
must not only be judged by the declared objects, but 
also by what use it actually made of the hospital.” 

This rule was likewise applied in the case of Catholic 
Wamends Club v. City of Green Bay. 180 Wis. 102, 192 N.W. 
479. where the Court said on page 480: 
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«* 


* * The corporation must not only be judged 
by its declared objects, but also by what it actually 
does.” 


Ill 

Appellant’s objects and activities arc of such nature that it cannot 
be classed as a corporation organized and operated for charitable, 
religious or educational purposes within the meaning of Paragraph 
7 of Section 1(b) of the District of Columbia Unemployment, 

Compensation Act. 

A. Appellant cannot he classed as a corporation organ¬ 
ized and operated for charitable purposes within the mean- 
oj Paragraph 7 of Section 1 (h) of the District of Columbia 
Unemployment Compensation Act. 

It is obvious from an examination of appellant’s brief that 
it contends that it is a charitable organization because it en¬ 
gages in the promotion of reforms, it favors defense of the Sab¬ 
bath and purity, the suppression of gambling and political 
corruption, and the substitution of arbitration and conciliation 
for both industrial and international war. 

An examination of the numerous decisions w'hich define a 
charitable organization within the meaning of a tax exemption 
statute conclusively shows that appellant cannot be classed as 
a charitable organization. In the case of the Scottish Rite 
Building Co. v. Lancaster County, 108 Neb. 95, 1S2 N.W. 574 
the Scottish Rite contended that it was a charitable organiza¬ 
tion within the meaning of a tax exemption provision similar 
to Paragraph 7 of Section 1 (b) of the District of Columbia 
Unemployment Compensation Act. In that case the Scottish 
Rite organization contended that the word charitable is not re¬ 
stricted in its meaning to alms giving or financial relief but in¬ 
cludes all enterprises w’hich produce no profit to the promoters 
but tend to improve welfare and the happiness of mankind. 
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The court in disallowing the exemption and in refusing to ac¬ 
cept this contention said on page 575; 

“While it is true that the thought expressed in the 
work ‘charity’ is. in the language of the poet, the phi¬ 
losopher or the vioralist, capable of many varieties 
and sliades of meaning, * * * it would be unreason¬ 
able * * * to give so broad a signification to the words 
‘charitable purposes’ as that contended for by the ap¬ 
pellant. They did not, in other words, intend to in¬ 
clude in these words the expression or inculcation of 
charitable sentiments, thereby giving a merely sub¬ 
jective meaning to the word ‘charitable’. What they 
meant, common sense teaches us, was concrete, prac¬ 
tical, objective charity, manifested in things actually 
done for the relief of the unfortunate and the allevia¬ 
tion of suffering^ or in some work of practical philan¬ 
thropy, as contrasted with the sentimental or ethical 
viewpoint^’ (Italics added.) 

In the case of Beta Xi Chapter of Beta Theta Pi v. City of 
New Orleans, 18 La. App. 130, 137 So. 204, the Louisiana Court 
differentiated between the use of the word charity in the broad 
sense and its use in connection with organizations which are 
entitled to exemption from taxing statutes. The court on 
page 206 of this opinion stated; 

“Charity is a very broad term. In one sense a per¬ 
son does charity who speaks a kind word to another. 

One who assists the poor and the needy by the donat¬ 
ing of food and clothing is unquestionably doing char¬ 
ity. The problem which confronts us is not are such 
acts charitable, but are they such as were within the 
contemplation of the lawmakers when they used the 
word ‘charitable undertaking’. In almost all cases in 
which there were under consideration exemptions 
claimed by organizations doing similar work, it has 
been held that in the contemplation of the lawmakers 
the word ‘charity’ was intended to include only such 
inorks as tended to relieve the public authorities to 
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some extent jrom the burden of taking care of and 
providing for the poor, the sick and the needy” 
(Italics added.) 

In the case of Christgau v. Woodland Cemetery Association, 
20S Minn. 263, 293 N.W. 619, the court was required to de¬ 
termine whether or not the Woodland Cemetery Association 
was a charitable organization within the meaning of the pro¬ 
visions of the Minnesota Unemployment Compensation Law 
which are similar to the provisions of the District of Columbia 
Unemployment Compensation Act. The court in quoting its 
own language in an earlier case stated on page 621: 

“* * * a ‘purely charitable institution' * * * may 
be said to be an institution organized for the purpose 
of rendering aid, comfort, and assistance to the indi¬ 
gent and defective, open to the public generally, con¬ 
ducted without a view to profit, and supported and 
maintained by benevolent contributions. * * 

(Italics added.) 

Likewise, in the case of In Re: Rockefeller Estate, 165 
N.Y.S. 154, 177 Appeals Division 786, the court in defining a 
charitable organization said: 

“A charitable corporation is one that freely and vol¬ 
untarily ministers to the physical needs of those pe¬ 
cuniarily unable to help themselves. The word char¬ 
itable as used in a taxing statute has been held to be 
interchangeable or synonymous with eleemosynary," 
(Italics added.) 

Again the court in the case of Hamburger v. Cornell Univer¬ 
sity, 166 N.Y.S. 46, 99, Misc. Rep. 564, said: 

“Eleemosynary is defined as relating or devoted to 
charity, alms, or alms giving, given in charity or alms, 
having the nature of alms and ‘eleemosynary’ and 
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‘charitable’ are in the law, interchangeable.” (Italics 
added.) 

In the case of Industrial Commission v. Wisconsin Cemetery 
Association, 232 Wise. 527, 287 X.W. 750, the court in deter¬ 
mining whether or not a cemetery was a charitable organiza¬ 
tion under a similar tax exemption statute recognized the 
distinction between this case and the application of the word 
charity to “uses” and “trusts” and said on page 753: 

“In this connection we note that there may be a dis¬ 
tinction between cases involving gifts to cemetery as¬ 
sociations in which a broader definition of ‘charitable 
corporation’ or ‘charitable purposes’ has frequently 
been given, and those involving tax or other exemp¬ 
tions in which these terms are held to a narrower 
meaning, Hopkins v. Grimshaw, 165 U.S. 342, 41 L. 
ed. 739.” 

Can the appellant meet the tests set forth in the foregoing 
decisions? Does it contribute to the aid and comfort of the 
indigent and defective? Can it be considered an alms-giving 
organization, or does the appellant engage in a merely sub¬ 
jective form of broad charitable work arising out of purely 
ethical or moral view-points? It is clear that appellant’s ob¬ 
jects and activities are highly commendable; but they cannot, 
by any stretch of the imagination, be classed as charitable en¬ 
deavors within the meaning of the numerous decisions which 
arc discussed above. 

B. Appellant’s objects and activities are of such a nature 
that it cannot be classed as a corporation organized and 
operated for religious purposes within the meaning of Par¬ 
agraph 7 of Section 1 (b) of the District of Columbia Un¬ 
employment Compensation Act. 

It is clear that the appellant’s objects and activities cannot 
place it in the category of a religious organization. Appellant’s 
only activities which have any relation to religion are the de- 
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fense of Sabbath and purity and the promotion of reforms on 
which the churches socialogically agree while theologically dif¬ 
fering. 

The case of People ex rel. McCullough v. Deutsche Evan- 
gclisch, etc. Confession, 249 Ill. 132, 94 N.E. 162, defines re¬ 
ligion as used in a taxing statute on page 164 as follows: 

«* * ♦ While religion, in its broadest sense, in¬ 
cludes all forms and phases of belief in the existence 
of superior beings capable of exercising power over the 
human race, yet in the common understanding * * ♦ 
it means the formal recognition of God as members of 
societies and associations.” (Italics added.) 

In the case of In re KnighPs Estate, 159 Pa. 500, 28 A. 303, 
the court in discussing the meaning of “religious” said: 

“* * * In all Christian countries the word ‘religion’ 
is ordinarily understood to mean some system of faith 
and practice resting on the idea of the existence of one 
God, the Creator and ruler, to whom his creatures owe 
obedience and love.” (Italics added.) 

In the appeal of Scottish Rite Building Co. v. Lancaster 
County, supra, the Scottish Rite Building Co. contended that it 
was a religious organization within the meaning of a taxing 
statute. Its contention was founded upon the fact that the 
Scottish Rite degrees are conferred in great solemnity; that 
prayers are said; that the candidate is taught to believe in God 
or a superior being to whom he owes reverence, loyalty, service 
and honor; that he is taught that the soul is immortal; that he 
is accountable to the superior being after death ;that God is the 
father and that we are brethren who owe mutual duty to each 
Other; and that the purpose of the order is to make men better. 
The court in refusing to accept this contention stated, on pages 
577-578: 


17 


'*The distinction is clear between such ethical teach- 
in/js and the doctrines of religion. One cannot es¬ 
pouse a religion, without belief and faith in its pecu¬ 
liar doctrines. * * * 

“The fact that they display in their ceremonies a 
becoming reverence for the Deity and strive to incul¬ 
cate the principles of morality does not change_the__^^ 
essentially temporal or s e eural chaf^ter oFtEe^cot- 
tish Rite bodies or clothe them with the spiritual 
or sacred attributes of a religious or ecclesiastical in¬ 
stitution, * * (Italics ^ded.) 

Obviously, appellant has confused morality and respect for 
the Sabbath and purity with religion. The promotion of vari¬ 
ous reforms set forth in the appellant’s constitution might in¬ 
dicate that the appellant is to some extent organized for moral 
purposes but under no circumstances can it be considered to 
be a religious organization. 

C. Appellant cannot be classed as a corporation organ¬ 
ized and operated for education^ purposes within the 
meaning of Paragraph 7 of Section. 1 (b) of the District 
of Columbia Unemployment Compensation Act. 

The meaning of the word education or educational, as used 
in taxing statutes granting exemptions, has been clearly de¬ 
fined by the courts. An examination of appropriate au¬ 
thorities clearly indicates that the appellant is not an educa¬ 
tional organization within the meaning of these decisions. 

In the case of Slee v. Commissioner of Internal Revenue, 42 
Fed. (2d), 184, a contributor to the American Birth Control 
League, had made certain deductions from his income tax re¬ 
turn because of such contributions. This deduction was made 
upon the theory that the contributions made to the American 
Birth Control League were made to a corporation exempt under 
the provisions of Section 303 of the Internal Revenue Code, 
which exemption provisions are similar in language that 
in the instant case. This league was organized to collect, 
correlate, distribute and disseminate lawful information re¬ 
garding the political, social and economic facts of uncontrolled 
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procreation. It enlisted the support and cooperation of legal 
advisors, statesmen and legislators in effecting the lawful re¬ 
peal and amendment of state and federal statutes which dealt 
with the prevention of conception. It maintained a research 
department and a clinic for married women and published a 
magazine containing reports and studies on this general sub¬ 
ject. In holding that the American Birth Control League could 
not be considered an educational organization within the mean¬ 
ing of the exemption statute, the Court said on page 185: 

u* * * Qf purposes it defines ‘educational’ comes 
the closest, and when people organize to secure the 
more general acceptance of beliefs which they think 
beneficial to the community at large, it is common 
enough to say that the public must be ‘educated’ to 
their views. In a sense that is indeed true, but it 
would be a preversion to stretch the meaning of the 
statute to such cases; they are indistinguishable from 
societies to promote or defeat prohibition, to adhere to 
the League of Nations, to increase the Navy, or any 
other of the many causes in which ardent persons en¬ 
gage.” 

In the case of Leuhuscher v. Commissioner of Internal Rev- 
venae, 54 Fed. (2d) 998. an executor sought to deduct from his 
Federal Tax a bequest made by the testator to the Man¬ 
hattan Single Tax Club. The purpose of this organization was 
to advocate the Henry George Doctrine, the promotion of so¬ 
cial intercouse among single tax people and the abolition of all 
taxes upon industry and the products of industry, and their 
replacement by a single tax upon land. This club carried on 
a highly educational program to accomplish its purpose. The 
exemption provisions of the statute in this case was similar to 
the exemption provision in the instant case. In holding that 
the Manhattan Single Tax Club was not educational and that 
tlie deduction w’as improper, the Court said on page 1000: 

“* * * To advocate means ‘to plead in favor of, to 
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defend by argument before a tribunal or the public, to 
support, vindicate or recommend publicly.’ Webster’s 
Internat’l Dictionary. This does not express an edu¬ 
cational purpose, although it may be educational in 
some degree to those who listen to or read the theories 
urged. It has for its purposes the dissemination of 
controversial propaganda, which means a plan for the 
publication of a doctrine or system of principles.” 

Appellant is a corporation organized and operated to pro¬ 
mote many reforms, a large number of which are of a highly 
controversial nature. Among the controversial reforms are the 
enactment and enforcement of laws prohibiting the liquor 
traffic; laws effecting racing boards; the enactment of laws 
prohibiting boxing; the enactment of uniform Federal mar¬ 
riage and divorce laws, and numerous other kindred contro¬ 
versial issues. (Exhibit C). 

In all these cases the appellant seeks to educate the public 
and establish public sentiment or opinion along its own way of 
thinking. As the decisions above clearly state, this is not the 
kind of educational activities which are contemplated by the 
exemption provision of Paragraph 7 of Section 1 (b) of the 
District of Columbia Unemployment Compensation Act. 

IV 


If the appellant could be classed as a corporation organized and* 
operated to some extent for charitable, religious or educational 
purposes, nevertheless, it is not organized and operated EXCLU 
SIVELY for charitable, religious and educational purposes within 
the meaning of Paragraph 7 of Section 1(b) of the District of 
Columbia Unemployment Compensation Act because of its broad 

general promotional and propaganda objects and activities. 

Article II, Section 1 of appellant’s constitution clearly states 
that it is organized for the promotion of reforms (Exhibit B). 
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The reforms in which the appellant engages as before pointed 
out are subjects of a highly controversial nature. 

Appellant agrees that it attempts to accomplish its purposes 
by the dissemination of literature and pamphlets containing 
informational material, statistics and other data on its various 
objectives, and it further agrees that it attempts to accomplish 
its purposes by carrying on a propaganda program. 

In the case of Hazen et al v. National Rifle Association of 
America, Inc., supra, the National Rifle Association was an 
organization interested in the furtherance of marksmanship 
and contained among its purposes an object to “create public 
sentiment for the encouragement of rifle practice both as a 
sport and as a means of national defense.” The National Rifle 
Association contended that it was an exclusively educational 
organization and as such exempt from the provisions of a per¬ 
sonal property taxing statute. This court in denying the Na¬ 
tional Rifle Association’s contention stated on page 342: 

“No one of these objects and activities is necessarily 
exclusively education^ in character. The promotion, 
propaganda * * * activities * * * are definitely not 
educational. * * * 

“* * * It is clear, in our view, that at most the edu¬ 
cational phase of appellee’s activities is incidental and 
collateral to the social, recreative, promotional and 
propaganda phases which constitute its major reasons 
for existence. It does not, therefore, in any real sense 
relieve the government of its burden of public educa¬ 
tion. * (Italics added.) 

In the case of Slee v. Commissioner of Internal Revenue, 
supra, Mr. Justice Hand laid down the following rule on page 
185: 


“* ♦ * pQiitical agitation as such is outside the 
statute, however innocent the aim, though it adds 
nothing to dub it ‘propaganda,’ a polemical word used 
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to decry the publicity of the other side. Controver¬ 
sies of that sort must be conducted without public 

subvention; the Treasury stands aside from them. 

* * * », 


Clearly the broad promotional and propaganda activities 
of the appellant bring it within the terms of the National Rifle 
Association case and prevent it from being an organization 
organized and operated exclusively for charitable, religious or 
educational purposes within the meaning of Paragraph 7 of 
Section 1 (b) of the District of Columbia Unemployment Com¬ 
pensation Act. 


V 

If the appellant could be classed as a corporation organized and 
operated to some extent for charitable, religious or educational; 
purposes, nevertheless, the appellant is not organized and operated 
EXCLUSIVELY for charitable, religious or educational purposes 
within the meaning of Paragraph 7 of Section 1 (b) of the District 
of Columbia Unemployment Compensation Act because of its 
broad general legislative and political objects and activities. 

The record indicates clearly that the appellant has broad 
general legislative and political objects and activities. Article 
II. Section 1 of the appellant's constitution includes among its 
objectives the promotion of reforms such as the enactment and 
enforcement of laws prohibiting the alcoholic liquor traffic, the 
white slave traffic, harmful drugs and kindred evils in the 
I’nited States and throughout the world (Appendix p. 4a). 

The appellant has two officers who are specifically designated 
to carry out its legislative objects. Article IV, Section 2 of the 
appellant’s constitution gives the General Superintendent the 
l)ower to employ and discharge a Law Enforcement Director 
and a Legislative Superintendent, to conduct campaigns for 
the enactment and enforcement of laws for the adoption or re- 
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peal of constitutional amendments, state and Federal, or for 
the election of public officials whenever in his judgment there 
is a moral issue at stake of sufficient consequence to justify 
participation of the appellant. (Appendix p. 6a.) Article IV, 
Section 5 of the constitution of the appellant provides that 
there shall be a Legislative Director who shall have charge 
under the direction of the General Superintendent of securing 
the enactment of good Federal and state laws affecting morals 
and shall defeat or repeal bad legislation. (Appendix p. 6a.) 

The appellant’s General Superintendent testified in the low¬ 
er court that the duties of the offices of Legislative Superin¬ 
tendent and Legislative Director have been filled since January 
1, 1936 (effective date of the District of Columbia Unemploy¬ 
ment Compensation Act) by some official of the appellant or 
by himself as General Superintendent. (Appendix p. 6a.) 

An official pamphlet of the appellant entitled “Objects, 
Methods and Achievements of the International Reform Fed¬ 
eration” states that the appellant has secured the enactment 
of eighteen Acts of Congress and lists the eighteen legislative 
victories. This pamphlet lists thirty subjects on w’hich some 
type of legislation has been recommended by the appellant to 
various legislatures. The General Superintendent of the ap¬ 
pellant testified in the lower court that this pamphlet was still 
being distributed by the appellant as a representation of its 
past and present w’ork. (Appendix pp. 6a-7a.) 

The official report of the hearing of the Sub-committee on 
Judiciary of the Committee on the District of Columbia in the 
House of Representatives on the establishment of a racing 
board reports the testimony of Henry N. Pringle, Assistant Su¬ 
perintendent of the appellant, testifying at this hearing on be¬ 
half of the appellant. Mr. Pringle’s testimony is recorded from 
page 44 to page 57, inclusive, of this report. (Exhibit E.) 

The June, 1937, issue of an official publication of the appel¬ 
lant called “Twentieth Century Progress”, which publication 
is edited by the appellant’s General Superintendent, contains 
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an article entitled “A Going Concern.’’ This article states that 
for forty-one years the appellant has written laws for 36 states 
of the union on the various subjects in which the appellant is 
interested. (Appendix p. 7a.) 

In a letter, dated June 1. 1939, from the General Superin¬ 
tendent of the appellant to the appellee, it is stated that the 
appellant has written laws on moral legislation for thirty-six 
states of the United States and eighteen moral acts that have 
been passed by Congress, enumerated in the ofificial reports and 
bound volumes of the appellant. (Appendix p. 7a.) In 
a letter, dated June 2, 1939, from the General Superintendent 
of the appellant to the appellee, it is stated that the thirty-four 
laws to which Mr. Henshaw (an official of the appellant) re¬ 
ferred were enacted by local state and national authorities 
either at the appellant’s suggestion or that they were drawn by 
the appellant’s legal department upon request. (Appendix 
p. Sa.) 

Appellant agreed by stipulation that it attempts to accom¬ 
plish its aims by active work before Congressional Committees 
of the state legislatures. (Appendix p. 8a.) Appellant 
also agreed that it drafts laws to be introduced in the United 
States Congress and the various state legislatures. (Appendix 
pp. Sa-9a.) 

Dr. Howard admitted in his testimony that the official mag¬ 
azine of the appellant. ‘'Twentieth Century Progress,” was 
mailed to members of the ITnited States Congress and state 
legislatures when moral issues were pending. (Appendix p. 
4a.) 

In several places in its brief, appellant makes the ascertion, 
that Dr. Clinton N. Howard’s testimony to the effect that the 
appellant’s efforts to secure new legislation was not one of its 
chief purposes but incidental and secondary thereto, was un¬ 
contradicted. The wealth of testimony in the record above 
referred to not only contradicts Dr. Howard’s statement but 
establishes conclusively that the appellant possesses broad gen- 
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eral legislative and political objects and activities. 

From the foregoing examination of the facts which are dis¬ 
closed by the record in this case, it is apparent that the enact¬ 
ment and enforcement of laws for various reforms are not in¬ 
cidental and ancillary objects but are among the fundamental, 
primary and general objects for which the appellant was 
formed and are among the activities in which it is actually en¬ 
gaged. 

In the case of Sice v. Commissioner of Internal Revenue, 
supra, the American Birth Control League enlisted the support 
and cooperation of legal advisers, statemen and legislatures in 
order to effect the lawful repeal and amendment of state and 
Federal statutes which dealt with the prevention of conception. 
In referring to this element of the case, the Court stated on 
page 185: 

“ * * * So far, however, as its political activities 
were general, it seems to us, regardless of how much 
we might be in sympathy with them, that its purposes 
cannot be said to be ‘exclusively’ charitable, educa¬ 
tional or scientific, * * 

In the case of Hazen, et al v. The National Rifle Association 
of America, Inc., supra, this court in denying exemption to the 
National Rifle Association in part because of its legislative ac¬ 
tivities, stated on page 342: 

“No one of these objects and activities is necessarily 
or exclusively educational in character. The * * * 
lobbying activities * * * are definitely not educa¬ 
tional * * 

In the case of Vanderbilt, et al v. Commissioner of Internal 
Revenue, 93 Fed. (2d) 360, involving The National Women’s 
Party the court construed an exemption statute which con¬ 
tained language similar to the statute in the instant case. 
Its objects were stated to be educational and for the mutual 
improvement of women especially by the preparation and 
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circulation of books, newspapers, speeches, lectures and such 
other proper means which in the judgment of the society would 
promote education of public sentment tow’ard a recognition of 
equality of the sexes and all of their rights, privileges and obli¬ 
gations. The organization drafted bills for state legislatures 
designed to equalize the control of children, of property, and of 
earnings; to make contractual, citizenship, and inheritance 
rights equal; to provide equal opportunities in the schools and 
universities, in the professions and industries, and in the Gov¬ 
ernment service; and many other similar bills. The court in 
holding that the National Women’s Party was not exclusively 
charitable or educational made these pertinent observations on 
page 362: 


procuring of the enactment and repeal 
of laws through the drafting of bills, their advocacy, 
the furnishing of facts and information in their sup¬ 
port, and the payment of the costs of carrying on such 
activities are not educational but political. * * *” 

In the Appeal of Herbert E. Fales, 9 B.T.A., 828 (1927), Mr. 
Fales made certain contributions to alleged charitable and 
educational organizations and sought to deduct these contri¬ 
butions from his income tax. The language of the income tax 
exemption statute was similar to the language of statute in the 
instant case. One of these corporations w’as the appellant here 
(then called the International Reform Bureau). Concerning 
the appellant, the Court stated, on page 829: 

“Its operations consist of endeavoring through the 
dissemination of literature and by advocating legisla¬ 
tion to attain its stated objects. It has advocated pro¬ 
hibition, abolition of gambling and vice, and the im¬ 
provement and betterment of motion pictures, and it 
publishes a periodical called the ‘National Lecturer.’ 

The literature is placed before the public through the 
National Lecturer, by correspondence, and through 
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the newspapers. It also conducts public lectures. In 
1920 the Bureau supported candidates for public office 
who stood for the principles advocated by the Bureau. 

It is not operated for profit.” (Italics added.) 

In holding that the appellant could not be considered a char¬ 
itable or educational organization within the meaning of the 
statute, the Board ruled on page S^B2: 

“The International Reform Bureau (appellant 
here), hath from the purpose as stated as well as from 
fact that it supported candidates for public office who 
stood for the principles advocated, fails to meet the 
above mentioned tests.” (Italics added.) 

In the lower court, appellant contended that this decision 
should not be binding upon it since there was no showing that 
it had actually supported candidates for public office. In this 
connection, it is interesting to point out that the appellant has 
the authority in Article IV. Section 2 of its constitution 
through its General Superintendent to conduct campaigns 
for the electio-n of public officials whenever in the judgment 
of the General Superintendent there is a moral issue at stake 
of such consequence to justify participation of the appellant. 
(Appendix p. 7a.) 

Appellant contends in its brief that this decision should not 
even be treated as persuasive in this case because the appellant 
was not heard, not being a party, and there was not before the 
Board a complete showing of appellant’s activities. While it 
is admitted that this case is not controlling upon this court, it 
is respectfully submitted that this decision, involving the same 
corporation, a similar statute and the same fundamental facts, 
should be considered very persuasive in the determination of 
ihe issues raised by this appeal. 
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COXCLUSION 

For these reasons it is respectfully submitted that the judg¬ 
ment of the lower court be afl&rmed. 

Richmoxd B. Keech, 

Corporation Counsel, D. C., 

Verxon E. West, 

Principal Assistant Corporation Counsel, D. C., 
Charles H. Burtox, Counsel, 

District Unemployment Compensation Board, 
Boyxtox P. Livixgstox, Asst. Attorney, 
District Unemployment Compensation Board. 
451 Pennsylvania Ave. NW., Washington, D. C., 
Attorneys for Appellee. 
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United States Court of Appeak 

FOR THE District of Columbia 


October Term, 1941 
No. 8064 


INTERNATIONAL REFORM FEDERATION, 

Appellant, 

DISTRICT UNEMPLOYMENT COMPENSATION 

BOARD, 

Appellee. 


APPENDIX TO BRIEF FOR APPELLEE 


‘‘STIPULATION AND AGREEMENT OF COUNCEL 

AS TO FACTS 

“It is herby stipulated and agreed, by and between counsel 
for the respective parties in the above-entitled cause that the 
following enumerated documents and exhibits may be consid¬ 
ered by the court to be originals of what they purport to be: 

“1. Copy of the Constitution of the International 
Reform Federation, Washington, D. C., as amended 
April 16, 1937. (Defendants’ “Exhibit B”). 

“2. Pamphlet entitled ‘The Object, Methods and 

la 
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Achievements of the International Reform Federa¬ 
tion.’ (Defendants’ ‘‘Exhibit C”). 

“3. Report of Hearings before the Subcommittee on 
Judiciary of the Committee on the District of Colum¬ 
bia House of Representatives, 74th Congress, Second 
Session on H. R. 103S7. (Defendants’ ‘Exhibit D’). 

“4. Twentieth Century Progress (Organ of the In¬ 
ternational Reform Federation) Volume 37, Xo. 3 of 
June, 1937. (Defendants’ ‘E.xhibit E’). 

“5. Letter from the International Reform Federa¬ 
tion to the District Unemployment Board dated June 
1. 1939. (Defendants’ ‘Exhibit F’). 

“G. Letter from the International Reform Federa¬ 
tion to the District Unemployment Compensation 
Board dated June 2.1939. (Defendants’ ‘Exhibit G’). 

“It is further stipulated and agreed that the said documents 
were all submitted to the District Unemployment Compensa¬ 
tion Board for the purpose of the said Board ruling upon the 
status of the International Reform Federation under the Dis¬ 
trict of Columbia L'nemployment Compensation Act. 

“It is further stipulated and agreed that, on July 29, 1938, 
the District Unemployment Compensation Board ruled that 
the International Reform Federation must file reports and pay 
contributions under the District of Columbia Unemployment 
Compensation Act. On June 27, 1939, upon reconsideration, 
after an oral hearing before the full board, at which the plain¬ 
tiff was represented by counsel and its Superintendent, this 
ruling was affirmed. 

“It is further stipulated and agreed that the International 
Reform Federation is a corporation organized and operated in 
1895 for the purpose of abolishment of the liquor traffic, pros¬ 
titution, gambling, drug addiction, brutal sports, Sunday traffic, 
obscene prints, indecent show’s and all promoted vices. 
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“It is further stipulated and agreed that the said Federation 
attempts to accomplish its objects and purposes by the dis¬ 
semination of literature and pamphlets containing informa¬ 
tional material, statistics and other data on the various objects. 
It further attempts to carry out the said purposes by carrying 
on propaganda to accomplish its aims and by active work be¬ 
fore Congressional committees and committees of State Legis¬ 
latures. It also drafts laws to be introduced in the United 
States Congress and the various State Legislatures. 

“It is further stipulated and agreed that the International 
Reform Federation is not operated for profit. 

“(S) Robert H. McNeill, Attorney for the 
International Reform Federation, 

“(S) Louis Mackall, Jr., 

Attorney for the Defendants” 

AGREED STATEMENT OF EVIDENCE 

“The evidence in this cause submitted to this Court in the 
trial hereof was substantially as follows: 

“The plaintiff offered as a witness, Clinton N. Howard, who 
testified that he was the General Superintendent of the plain¬ 
tiff Federation, and had been connected with the Federation, 
in one capacity or another, for many years; that the Federa¬ 
tion was originally incorporated in the District of Columbia on 
May 9,1896, under the name of International Reform Bureau; 
that it was incorporated in the District of Columbia under the 
present name in January, 1923; that the Federation has oc¬ 
cupied its own building in the District of Columbia since that 
date and now’ occupies its own building at 123 B St., N. E.; 
that it has occupied its present place of business for the last 
twelve years. 

“The witness, Clinton N. Howard, further testified that the 
objects of the Federation are stated in its Certificate of In¬ 
corporation as follows: 
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“ARTICLE II. OBJECT 

“Sec. 1. The object of this corporation shall be the 
promotion of those reforms on which the Churches 
sociologically agree while theologically differing, such 
as the enactment and enforcement of laws prohibiting 
the alcoholic liquor traffic, the white slave traffic, 
harmful drugs and kindred evils in the United States 
and throughout the world; the defense of the Sabbath 
and purity; the suppression of gambling and political 
corruption; and the substitution of arbitration and 
conciliation for both industrial and international 
war,’ from Art. of Incorporation.” 

“The Witness. Clinton N. Howard, further testified that it 
has maintained headquarters in Washington, D. C.. and out¬ 
side of the District of Columbia, expending much money in 
Asiatic countries in the suppression of the opium traffic, having 
sent to foreign countries many thousands of dollars for scienti¬ 
fic temperance education and for other purp>oses. The witness, 
Clinton X. Howard, further testified that they maintained a 
department of law enforcement, chiefly engaged in the sup¬ 
pression of race-track gambling, purging the mails and news¬ 
stands of erotic literature and the enforcement of moral laws 
in the cities, counties and states; that its literature depart¬ 
ment is made available for schools, libraries and churches, and 
its official magazine, now called The Twentieth Century Pro¬ 
gress’, of which the witness. Clinton X. Howard, is Editor, is 
mailed to libraries, churches, ministers, and moral leaders and 
to members of the United States Congress and the state legis¬ 
latures when moral issues are pending. The witness, Clinton 
X. Howard, further testified that the Federation is supported 
by voluntary contributions from members in every state of 
the union, from church budgets and voluntary offerings, and 
the income from an endowment fund in the original sum of 
•SoO.OOO (Fifty Thousand Dollars) provided by the will of its 
first General Superintendent, Dr. William F. Crafts; that at 
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present it has no salaried offices except the witness, Clinton N. 
Howard, its Superintendent-Editor, and an office staff of two. 

“The witness, Clinton N. Howard, further testified that part 
of the w’ork of the Federation consists of the presentation of 
facts and arguments against immoral and illegal conditions 
throughout the various sections of the United States; that one 
of its purposes is to cooperate with religious, charitable and 
educational organizations similarly engaged; that it has de¬ 
voted part of its time and employees and income in fighting for 
the prohibition of alcoholic liquor traffic, the white slave traffic, 
traffic in harmful drugs, defense of the Sabbath and purity, 
the suppression of gambling and political corruption and the 
substitution of conciliation for both industrial and internation¬ 
al war. 

“The 'witness, Clinton N. Howard, further testified that the 
Federation, during his superintendency and before, had en¬ 
gaged in efforts to secure new legislation and modification of 
existing legislation in accordance with its charter. The witness 
stated that the efforts of the Federation to secure such legis¬ 
lation was not one of its chief objects but incidental and secon¬ 
dary thereto and that the time and efforts used in securing 
new legislation had been very little in comparison of the time 
used in the other actmties of the Federation. The parties to 
this cause, through their counsel, stipulated that a copy of the 
Constitution of the Internation Reform Federation, Washing¬ 
ton. D. C., as amended April 10, 1937 (Defendant’s Exhibit 
B); an official pamphlet of the International Reform Feder¬ 
ation, entitled ‘The Object, Methods and Achievements of the 
International Reform Federation’, (Defendant’s Exhibit C); 
Reports of hearing before a sub-committee on judiciary of the 
Committee on the District of Columbia, House of Representa¬ 
tives, 74th Congress, 2nd Session on H. R. 10387 (Defendant’s 
Exhibit D); Volume 27, No. 3, issued on June, 1937 of the 
official organ of the International Reform Federation, ‘Twen¬ 
tieth Century Progress’, (Defendant’s Exhibit E); a letter 
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from the Internation Reform Federation to the District Un¬ 
employment Compensation Board, dated June 1, 1939 (De¬ 
fendant’s Exhibit F); and a letter from the International Re¬ 
form Federation to the District Unemployment Compensation 
Board, dated June 2, 1939 (Defendant’s Exhibit G), were all 
submitted to the District Unemployment Compensation Board 
for the purpose of making a ruling on the status of the Inter¬ 
national Reform Federation under the District of Columbia 
Unemployment Compensation Act; that Article IV of Section 
2 of the Constitution of the International Reform Federation, 
mentioned above, gives the General Superintendent the power 
to employ and discharge a law enforcement director and a leg¬ 
islative superintendent to conduct campaigns for the enact¬ 
ment and enforcement of laws for the adoption or repeal of 
constitutional amendments, state and Federal, or for the elec¬ 
tion of public officials, whenever, in his judgment, there is a 
moral issue at stake of sufficient consequence to justify partici¬ 
pation of the Federation; that Article IV, Section 5 of the 
Constitution of the International Reform Federation, men¬ 
tioned above, provides that there may be a legislative director 
who shall have charge under the direction of the General Su¬ 
perintendent, of securing the enactment of good Federal and 
state laws affecting morals, and shall defeat and repeal bad 
legislation. Mr. Clinton N. Howard, testifying for the plain¬ 
tiff Federation, stated that the duties of the offices of Legisla¬ 
tive Superintendent and Legislative Director had been filled 
since January 1. 1936 either by some officer of the Federation 
or had been assumed by him as General Sut)erintendent. 

“That the official pamphlet of the International Reform 
Federation, entitled ‘The Object, Methods and Achievements 
of the International Reform Federation’, on Page 3 states that 
the Federation has secured the enactment of eighteen acts of 
Congress, and on Pages 5 and 6 lists the eighteen ‘Legislative 
^’ictories’; that on Page 13 of this pamphlet there are listed 
thirty subjects on which some type of legislation has been 
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recommended by the plaintiff Federation to various legisla¬ 
tures. Mr. Clinton N. Howard, General Superintendent, In¬ 
ternational Reform Federation, testified that this pamphlet 
was still being distributed by the Federation as a representa¬ 
tion of the plaintiff’s present and past work. 

“That the official report of the hearing before a sub-committee 
on judiciary of the Committee of the District of Columbia in 
the House of Representatives on the establishment of a racing 
board, mentioned above, reports the testimony of Henry N. 
Pringle, Assistant Superintendent of the International Reform 
Federation, testifying for the International Reform Federa¬ 
tion. Testimony is recorded from Pages 44 to 56, inclusive, 
of this report. 

“That the June, 1937 issue of the official organ of the In¬ 
ternational Reform Federation, called ‘Twentieth Century Pro¬ 
gress’, mentioned above which is edited by Clinton N. Howard, 
contains an article on Page 8 entitled ‘A Going Concern.’ A 
portion of this article reads as follows: 

“For forty-one years the International Reform Fed¬ 
eration has been housed in its own headquarters in the 
Nation’s Capital, writing laws for 36 states of the 
union, on such subjects as gambling, lotteries, red 
light abatement, the liquor and narcotic traffic. Sab¬ 
bath observance, Bible in the public schools, mar¬ 
riage and divorce.’* 

“That in a letter, dated June 1, 1939, from Clinton N. How¬ 
ard, addressed to the District Unemployment Compensation 
Board, mentioned above, it is stated in Paragraph 4: 

“In the United States it (the International Reform 
Federation) has written laws on moral legislation for 
36 states of the union and 18 moral laws that have 
passed Congress, enumerated in the official reports 
and bound volumes of the Federation.” 






Sa 


‘That in a letter, dated June 2. 1939, from Clinton X. How¬ 
ard, addressed to the District Unemployment Compensation 
Board, mentioned above, it is stated in Paragraph 3 on Page 
o- 


“The Thirty-four laws^ to which reference was 
made by Mr. Hinshaw were not enacted by this Fed¬ 
eration or its predecessor, but by the local state and 
national authorities, either at its suggestion or drawn 
by its legal department on request, as was the federal 
statute prohibiting interstate transportation of prize 
fight films, one of the thirty-four named. Such a request 
has come to the Superintendent from a United States 
Senator within the last three months asking that we 
draw up a law dealing with interstate liquor ship¬ 
ments in violation of the laws of the state, which he 
would be glad to introduce, and which it would be 
proper for our Federation to support at any hearing 
.«:ubsequently held.’’ 


“That the parties to this cause, through their counsel, fur¬ 
ther stipulated that on July 29, 1938 the District Unemploy¬ 
ment Compensation Board ruled that the International Re¬ 
form Federation must file reports and pay contributions under 
the District of Columbia Unemployment Compensation Act, 
and that on June 27, 1939, upon reconsideration, after an oral 
hearing before the full Board at which the plaintiff Federation 
was represented by counsel and its General Superintendent, 
this ruling was affirmed; that the parties to this cause, through 
their counsel, further stipulated that the said plaintiff Fed¬ 
eration attempts to accomplish its objects and purposes through 
the dissemination of literature and pamphlets containing in¬ 
formational material, statistics and other data on the various 
objects; that it further attempts to carry out the said purposes 
by carrying on propaganda to accomplish its aims by active 
work before Congressional committees and committees of state 
legislature; and that it drafts laws to be introduced in the 
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United States Congress and various state legislatures. 

“The parties to this cause, through its counsel, further stip¬ 
ulated that the International Reform Federation is not oper¬ 
ated for profit. 


(S) Charles H. Burton, 

Charles H. Burton, Counsel, 

District Unemployment Compensation 
Board, 

451 Pennsylvania Ave., N. W. 

Agreed to Oct. 4, 1941. 

(S) Robert H. McNeill, 

Atty. for Pltff' 

MEMORANDUM OPINION OF LOWER COURT 

“The exemption provision of the statute so far as it applies 
to the plaintiff is as follows: 

“ ‘Section 1, (b) 7. service performed in the employ 
of a corporation, community chest, fund, or founda¬ 
tion, organized and operated exclusively for religious, 
charitable, scientific, literary, or educational purposes, 
or for the prevention of cruelty to children or animals, 
no part of the net earnings of which inures to the 
benefit of any private shareholder or individual; 

“The plaintiff’s charter provides that 

“ARTICLE II, OBJECT 


“ ‘Section 1. The object of this corporation shall be 
the promotion of those reforms on which the churches 
sociologically agree while theologically differing, such 
as the enactment and enforcement of laws prohibiting 
the alcoholic liquor traffic, the white slave traffic. 
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harmful drugs and kindred evils in the United States 
and throughout the world; the defense of the Sabbath 
and purity; the suppression of gambling and political 
corruption; and the substitution of arbitration and 
conciliation for both industrial and international 
war/ 

“It is clear from the statute that the word ‘charitable’ is 
not used in its broad meaning but in the limited meaning of 
‘eleemosynary’, from the fact that it is used as designating 
a class in addition to certain other classes of charities. It 
would seem that the only question is whether the purposes and 
activities of the plaintiff bring it in the class designated as 
‘(‘ducational’. 

“Both plaintiff and defendant rely chiefly upon the case of 
Slee vs. Commissioner of Internal Revenue, 42 Fed. (2d), 1S4, 
which involved an organization to promote birth control, and 
among the means of carrying out those objects "were to promote 
changes in the law. The plaintiff here contends that “the en¬ 
actment and enforcement of laws” w’as a mediate and not a 
prime purpose of the organization. While the enactment of 
laws might promote other purposes of the corporation, I think 
that it is one of the purposes set out in the charter, and I am 
unable to distinguish this case from the Slee case. The pur¬ 
poses of the plaintiff are clearly not ‘exclusively—educational’ 
and it w’ill not fit in any of the other classes enumerated in the 
charter. 

“The complaint should be dismissed. 

(S) Jexxixgs Bailey, J.” 

“FINDINGS OF FACT AND CONCLUSIONS OF LAW 

“The plaintiff. International Reform Federation, instituted 
this action seeking to enjoin the defendant, the District Un¬ 
employment Compensation Board, from requiring the said 
plaintiff to file reports and to pay unemployment compensa- 
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tion contributions, and seeking a declaratory judgment defin¬ 
ing the relative rights of the parties to this action under Pub¬ 
lic No. 386—74th Congress, otherwise known as the District 
of Columbia Unemployment Compensation Act. After the 
defendant’s answer was filed, a pre-trial was had, at which a 
stipulation was entered into by the counsel for the plaintiff 
and defendant. Upon hearing on the merits and the introduc¬ 
tion of additional testimony by the plaintiff, the court, in a 
memorandum opinion, dismissed the complaint. 

“In compliance with Rule 52 of the Federal Rules of Civil 
Procedure, the Court finds facts and states conclusions of law 
as follows:” 


“FINDINGS OF FACTS 

“(1) Plaintiff, the International Reform Federation, in its 
original form, was organized in 1896, under the name of the 
National Reform Bureau. In January, 1923, it changed its 
name to the International Reform Federation. (Defendant’s 
Exhibit B.) 

“(2) The International Reform Federation is not operated 
for profit. 

“(3) Article 2, Section 1 of the Constitution of the Interna¬ 
tional Reform Federation sets out its objectives as follows: 

“ ‘Section 1. The object of this corporation shall be 
the promotion of those reforms on which the churches 
sociologically agree while theologically differing, such 
as the enactment and enforcement of laws prohibiting 
the alcoholic liquor traffic, the white slave traffic, 
harmful drugs and kindred evils in the United States 
and throughout the world; the defense of the Sabbath 
and purity; the suppression of gambling and political 
corruption; and the substitution of arbitration and 
conciliation for both industrial and international 
war.’ (Defendant’s Exhibit B.) 
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‘‘(4) Article 4. Section 2, of the Constitution of the Inter¬ 
national Reform Federation, gives the General Superintendent 
the power to employ and discharge a Law Enforcement Di¬ 
rector. and a Legislative Superintendent to conduct campaigns 
for the enactment and enforcement of laws, for the adoption 
or repeal of constitutional amendments, state or Federal, or 
for the election of public officials whenever, in his judgment, 
there is a moral issue at stake of sufficient consequence to jus¬ 
tify participation of the Federation, (Defendant’s Exhibit B.) 

‘‘(5) Article 4, Section 5. of the Constitution of the Interna¬ 
tional Reform Federation, provides that there shall be a Legis¬ 
lative Director, who shall have charge under the direction of 
the General Superintendent, of securing the enactment of good 
Federal and State laws affecting morals, and shall defeat or 
repeal bad legislation. (Defendant’s Exhibit B.) 

“(6) An official pamphlet of the International Reform Fed¬ 
eration, issued in 1925. entitled ‘The Object. Methods, and 
Achievements of the International Reform Federation’, on 
page 3 states that the Federation has secured an enactment of 
eighteen acts of Congress, and on pages 5 and 6 lists the eight¬ 
een ‘Legislative Victories’. On page 13 of this same pamphlet 
there are listed thirty subjects on which some types of legis¬ 
lation have been recommended by the plaintiff. Clinton X. 
Howard, General Superintendent of the International Reform 
Federation testifying for the plaintiff stated that this pamphlet 
was still being distributed as a representation of the plaintiff’s 
past and present work. (Defendant’s Exhibit C.) 

“(7) In the reports of a hearing before a sub-committee on 
judiciary of the committee on the District of Columbia, in the 
House of Representatives, (March 12th and 13th, 1936) on the 
establishment of a Racing Board, Henry X”. Pringle, Assistant 
Superintendent of the International Reform Federation, testi¬ 
fied for the plaintiff. His testimony is reported on page 44 
to page 56 of the official reports of this committee. (Defen¬ 
dant’s Exhibit D.) 
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“(8) Page 8 of the June, 1937, issue of the ‘Twentieth Cen¬ 
tury Progress’, the official organ of the International Reform 
Federation, contains an article entitled, ‘A Going Concern’. A 
portion of this article reads as follows: 


“‘For forty-one years the International Reform 
Federation has been housed in its own headquarters 
in the Nation’s Capital, writing laws for 36 states of 
the union, on such subjects as gambling, lotteries, red 
light abatement, the liquor and narcotic trafl&c. Sab¬ 
bath observance, Bible in the public schools, marriage 
and divorce.’ 

“(9) In a letter, dated June 1, 1939, from Clinton N. How¬ 
ard, addressed to the District Unemployment Compensation 
Board, for the purpose of obtaining an exemption from the 
provisions of the District of Columbia Unemployment Com¬ 
pensation Act it is stated in paragraph 4: 

“ ‘In the United States it (the International Re¬ 
form Federation) has written laws on moral legisla¬ 
tion for 36 states of the union and 18 moral laws that 
have passed Congress, enumerated in the official re¬ 
ports and bound volumes of the Federation.’ (De¬ 
fendant’s Exhibit F.) 

“(10) The International Reform Federation attempts to ac¬ 
complish its objects and purposes by the dissemination of lit¬ 
erature and pamphlets containing informational material, sta¬ 
tistics and other data on its various objectives. It further at¬ 
tempts to accomplish its purposes by carrying on a propaganda 
program by active work before Congressional committees and 
committees of State Legislatures. It also drafts proposed laws 
to be introduced in the Congress of the United States and var¬ 
ious State Legislatures. 

“(11) The Constitution of the plaintiff Federation, among 
other things, provides as follows: 
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“ARTICLE II. OBJECT 

“‘Sec. 1. “The object of this corporation shall be 
the promotion of those reforms on which the Churches 
sociologically agree while theologically differing, such 
as the enactment and enforcement of laws prohibiting 
the alcoholic liquor traffic, the white slave traffic, 
harmful drugs and kindred evils in the United States 
and throughout the world; the defense of the Sabbath 
and purity; the suppression of gambling and political 
corruption; and the substitution of arbitration and 
conciliation for both industrial and international war.’ 
from Art. of Incorporation. 

“ ‘Sec. 2. This Federation shall receive, manage, 
invest and disburse all moneys and other property, 
and income accruing from the same, that may come 
into its possession by gifts or bequest, on such con¬ 
ditions as may be described by the donors and testa¬ 
tors, provided that legitimate expenses and fees of the 
Federation in securing payment into the Treasury of 
any such gifts or bequests and carrying out the condi¬ 
tions imposed upon shall first be paid therefrom. 

“ ‘Sec. 3. It shall receive, manage, invest and dis¬ 
burse all moneys and other property, and income ac¬ 
cruing from the same, that may come into its posses¬ 
sion by gift or bequest, other than is provided in Sec¬ 
tion 2 of Article II. in such manner as its Trustees 
may deem wise for the accomplishment of its objects 
and purposes as enumerated in its Articles of Incorpo¬ 
ration.’ 

“Under the heading ‘Officers’ the Constitution of the plain¬ 
tiff’s Federation provides as follows: 

“ ‘Sec. 5. There may be a Legislative Director who 
shall have charge, under the direction of the General 
Superintendent, of the securing of the enactment of 
good Federal and State laws affecting morals, and 
shall seek the defeat or repeal of bad legislation. He 
may be elected and his compensation determined by 
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the Trustees or Executive Committee, or between 
meetings of these bodies he may be appointed by the 
General Superintendent. 

“ ‘Sec. 6. There may be a Law Enforcement Direc¬ 
tor who shall specialize in the enforcement of statutes 
on moral reforms, aiding executive officials, and in 
conference with citizens desiring the abatement of 
commercialized vices. He shall be elected and his 
compensation determined by the Trustees or the Ex¬ 
ecutive Committee, or, between meetings of these 
bodies, by the General Superintendent.’ 


“CONCLUSIONS OF LAW 

“(1) The various activities of the International Reform Fed¬ 
eration do not bring it within the meaning of Section 1 (b) of 
the District of Columbia Unemployment Compensation Act, 
providing for exemption of exclusively charitable institutions. 

“(2) The various activities of the International Reform Fed¬ 
eration do not bring it within the meaning of Section 1 (b) of 
the District of Columbia Unemployment Compensation Act, 
providing for exemption of exclusively educational institutions. 

“(3) The various activities of the International Reform Fed¬ 
eration don not bring it within the meaning of Section 1 (b) of 
the District of Columbia Unemployment Compensation Act, 
providing for exemption of exclusively religious institutions. 

“(4) The International Reform Federation is an employer 
within the meaning of the District of Columbia Unemployment 
Compensation Act, and as such is required to make reports and 
pay unemployment compensation contributions to the District 
Unemployment Compensation Board in conformity with the 
said Act. 


“(S) Jennings Bailey, 
Justice” 
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“FINAL JUDGEMENT 


“The above entitled cause having come on to be heard on 
final hearing, and the cause having been argued by counsel by 
the parties and submitted on pleadings, testimony, exhibits 
and argument; and 

“The Court in compliance with Rule 52 of the Federal Rules 
of Civil Procedure, having made and entered its findings of 
fact and conclusions of law; now’, therefore; 

“It is by the Court, this 17th day of June, 1941, adjudged, 

ORDERED AND DECREED; 

“(1) That the complaint filed by the plaintiff herein be dis¬ 
missed, and 

“(2) That the plaintiff in an employer within the meaning 
of the District of Columbia Unemployment Com.pensation Act, 
and as such, required to comply with the provisions of the Dis¬ 
trict of Columbia Unemployment Compensation Act. 


No OBJECTION': 


“(S) Jennings Bailey, 
Justice. 


Attorney for Plaintiff^' 
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IN THE 


United States Circuit Court of Appeals 

FOR THE DISTRICT OF COLUMBIA 


No. 8064 


International Reform Federation, Appellants 

- vs - 

District Unemployment Compensation Board, Appellee 


REPLY TO APPELLEE’S BRIEF 

After a very careful reading of appellee’s brief filed 
herein appellant’s counsel feels that he owes a duty to the 
Court and to appellant to file a reply brief in which will be 
discussed more fully the following: 

1. The erroneous opinion of the Court below in which the 
court restricted the legal definition of a charity to an 
“eleemosynary” institution—, which we believe to be di¬ 
rectly in the teeth of all of the leading Federal cases and 
likewise in contradiction of the decisions of all the States of 
the Union, except possibly Massachusetts. 

2. Appellant feels it is its duty also to reemphasize by 
reference to controlling decisions that appellant is a chari¬ 
table organization in the true Federal and American sense 
and entitled to the exemption accorded to such institutions 
and that the opinion of the Court below was based upon a 
very narrow and erroneous construction of the applicable 
section of the law and not upon a liberal construction as 
required by the Courts and as intended by Congress. 

3. We further think that we owe it to the Court to bring 
forward in this brief some additional authorities from 
the Supreme Court of the United States and from other 




2 


Federal Courts, some of whieh were not cited in our origi¬ 
nal brief and some of which have been reported subse¬ 
quently to the filing of our original brief. 

It may seem to the Court that some of the argument and 
citations in this reply brief are repetitious but any repeti¬ 
tion which may appear is included in this brief in order to 
reemphasize the points made in our original brief and to 
reply specifically to Appellee’s brief— 

1 

The Lower Court Erred In Holding That The Word 
“Charity” Must Be Given A Limited and Narrow 
Meaning In This Act. 

(a) Appellant has been operating as a charitable cor¬ 
poration for over 46 years, solely from contributions from 
churches, voluntary offerings, and the income from an en¬ 
dowment fund established for charitable purposes (p. 4a).* 

Appellee contends that such exemptions from taxation 
are strictly construed and any doubt must be resolved in 
favor of the taxing authority. (Brf. p. 9). The lower court 
erroneously held that the word **charity** under the Act 
iff not uffed in its broad meaning but in the limited meaning 
of ‘eleemosynary.* This holding is in conflict with recent 
decisions of the Supreme Court of the United States and 
the Federal Courts; 

“ * • • the exemption of income devoted to chari- 

tv * • • were liberalizations of the law in the tax- 

» 

payers favor, were begotten from the motives of pub¬ 
lic policy, and are not to be narrowly construed,” 

T^. S. V. Pleasants. .305 U. S. 357. 

Other Federal Courts in construing the Internal Revenue 
Acts where exemptions were allovred for donations to “Cor¬ 
porations organized and operated exclusively for religious, 
charitable, scientific, literary, or educational purposes, 
etc.” hold that limitations may not be imposed by the Court 

(• References are to pages in Appendix in Appellee Brief unless 
otherwise indicated.) 
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which are not stated in the Act, (Girard Trust Co. v. Com’r. 
Int. Rev., 122 F 2d 108), and that the Act must be broadly- 
construed in favor of the charitable organization. Old 
Colony Co. v. Com’r. Int. Rev., 301 U. S. 379; Faulkner v. 
Com’r. Int. Rev., 112 F. 2d 987; Roche’s Beach v. Com’r. 
Int. Rev., 96 F. 2d 776, 779; Harrison v. Barker Annuity 
Fund, 90 F. 2d 286, 288, which held that the Act will be 
liberally construed^ since exemption is net matter of 
grace, hut Act of public justice (Rev. Act of 1928, §103, 26 

U. S. C. A. §103 and note.)”; Schoellkopf v. U. S. 36 F. 
Supp. 617, 621). 

The word charity** is not confined to meaning elee¬ 
mosynary** or almsgiving. 

“ * * * , in the legal sense it” (the word charity) 

‘‘has a much wider significance than in common speech, 
it is not confined to more almsgiving or the relief of 
poverty and distress, but extends to the improvement 
and promotion of the happiness of man.** (14 C. J. S. 
§1, p. 412;) 

see also 5 R. C. L. §119, p. 374; 10 Am. Jur. §136 and cases 
cited on page 18 of Appellant’s Orig. Brf. 

“ • • • the legal significance of the term (‘charity’) 
is much broader. Public charities are thus defined: 
‘Every public trust, though benefiting the rich and 
poor alike.’ 6 Cyc. 902.” 

Gossett V. Swinney, 53 F 2d. 772. 

see Bok v. McCaughn, 42 F 2d 616 for same definition above. 

(b) Congress intended to encourage charitable contribu¬ 
tions and charitable corporations, such as appellant, by re¬ 
lieving them from taxation. (Leader v. Stockton, 260 IT. S. 
3; U. S. V. Provident Trust Co., 291 U. S. 272; Old Colonial 
Trust Co. V. Com’r. of Int, Rev., 301 U. S. 383; Y. M. C, A 

V. Davis, 264 U. S. 47, 50; Helvering v. Bliss, 293 U. S. 144; 
Bremir v. Bremir, 174 U. S. 242; U. S. v. Freeman, 3 Hav. 
556,11 L. ed. 724; U. S. v. Kantz, 271 U. S. 354, 357; Faulk¬ 
ner V. Com’r. Int. Rev. 112 F. 2d 987. 
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n 

The Lower Court Erred In Holding That This Case Cannot 
Be Distinguished As To The Applicable Facts, From 
The Case Of Slee v. Com’r. of Int. Rev. 42 F 2d 184, 
And That Appellant, In Promoting The Enactment Of 
Certain Legislation Unclassed Itself As A Charitable 
Organization. Or As One Exempt Under This Act 
From Taxation. 


As stated in Appellant’s Grig. Brf., pages 7-10, the facts 
in the Slee case are not similar to those here, as there, the 
getieral object according to its charter and activities was 
political, which is not the case here (p. 4-a). 

(a) Tlie Slee case is commented upon in the late case of 
Girard Trust Co. v. Com’r, of Int. Rev., 122 F 2d 108 in 
construing a section of the Internal Revenue Act of 1926, 
similar to the Act here, which is controlling here, as follows: 

In the Girard case the Board of Tax Appeals disallowed 
a deduction from the estate tax of a bequest by testatrix 
to the Board of Temperance, Prohibition and Public Mor¬ 
als of the Methodist Episcopal Church, incorporated in 
1917 in the District of Columbia to ‘'promote the cause of 
temperance by every legitimate means: to prevent the im¬ 
proper use of drugs and narcotics * * * ” (the same 

objects as provided for in Article 2 '^^l of appellant’s Con¬ 
stitution : p. 11a) The statute applicable is the Revenue Act 
of 1926, 26 USCA (a), which authorizes a deduction 
from the value of the gross estate of the amount of all 
bequests to,— 


(The Rev. Act of 1926, 
there) 

“ • • corporation * * 

organized and operated ex¬ 
clusively for religious, char¬ 
itable, scientific literary, or 
educational purposes * *” 


(The Act here) 

“ • • corporation * • 
organized and operated ex¬ 
clusively for religious, char¬ 
itable, scientific literary, or 
educational purposes * * ” 
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The Court held in the Girard case,— 

The law is well settled, also, that while a charitable 
trust cannot he created for a purpose which is illegal, 
Scott on Trusts, Sec. 377, the object of the trust does 
not have to be the advancement of a majority view. It 
must not, of course call for violation of the law nor must 
it be ‘irrational.’ It is only when the court is con¬ 
vinced that the purpose of the trust can serve no ra¬ 
tional object that the Court will declare it invalid. 
Restatement, Trusts, Sec. 374; Scott on Trusts, Sec. 
370.4. Indeed, aside from the added point of the pro¬ 
hibition of the use of intoxicants as a religious prac¬ 
tice, numerous cases have upheld, as a charitable trust, 
one for the promotion of temperance in the use of 
intoxicating liquors. Directly upon the point, a con¬ 
tribution to the World League Against Alcoholism was 
held deductible from gross income under a clause in the 
Revenue Act of 1928 similar to that here in question. 
Cochran v. Commissioner of Internal Revenue, 4 Cir., 
1935, 78 F. 2d. 176. 

“The difficult part of this case comes with regard to 
that part of the activity of the Board of Temperance 
which has to do with the attempt to influence legisla¬ 
tion. A bright line between that which brings convic¬ 
tion to one person and its influence on the body politic 
cannot be drawn. Mr. Justice Holmes forcefully puts 
it;‘If you * * * want a certain result with all your 

heart you naturally express your wishes in law and 
sweep away all opposition.’ Religion includes a way 
of life as well as beliefs upon the nature of the world 
and the admonitions to be ‘Doers of the word and not 
hearers only’ (James 1; 22) and ‘Go ye, therefore, and 
teach all nations • * * ’ (Mathew 28:19) are as old 
as the (’’bristian (Jiurcli. The step from acceptance by 
the believer to his seeking to influence others in the 
same direction is a perfectly natural one, and it is 
found in countless religious groups. The next step, 
equally natural, is to secure the sanction of organized 
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society for or ag:ainst certain outward practices 
thought to be essential. Thus we had Sunday observ¬ 
ance laws long before prohibition of alcohol became an 
important issue. The advocacy of such regulation be¬ 
fore party committees and legislative bodies is a part 
of the achievement of the desired result in a democracy. 
The safeguards against its undue extension lie in 
counter-pressures by groups who think differently and 
the constitutional protection, applied by courts, to 
check that which interferes with freedom of religion 
for any. 

“Nor has the law sought to draw such a bright line 
between the exercise of private and public influence. 
Judge Hand has pointed out that the promoters of a 
charity are not unclassed when the charity seeks a spe¬ 
cial charter or when a society to prevent cruelty to 
children seeks positive support of law to accomplish its 
ends or when a university seeks legislation to provide 
its appropriations. Surely a church would not lose its 
exemption as a religious institution if, pending a pro¬ 
posal to repeal Sunday observance laws, the congrega¬ 
tion held a meeting on church property and authorized 
a committee to appear before a legislative body to pro¬ 
test against the repeal. The majority of the charitable 
trust cases recognize the validity of a gift to prohibit 
or minimize manufacture and sale of intoxicating 
liquor. They are not directly controlling, of course. 
But they furnish a strong analogy. The activities of 
the Board fell within the type which have been re¬ 
garded as religious by the Methodist Church for a cen¬ 
tury and a half. A limitation, if any, upon the deduc¬ 
tion granted in general terms of bequests to religious 
bodies is for Congress to make and Congress has since 
made it in the 1934 statute. Such limitation not having 
been imposed by legislation, it is not for a court or ad¬ 
ministrative officer to impose it.” (Italics ours.) 

Notes given in support of the above decision are as 
follows: 
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Scott on Trusts Sec. 3741.1 and authorities cited. From 
his dissenting opinion in Abrams v. U. S. 1919 250 U. S. 
616, 40 S. Ct. 17, 22 63 L. Ed. 1173. Slee v. Commis¬ 
sioner of Internal Revenue, 2 Cir, 1930, 42 F. 2d. 184, 
72 A. L. R. 400. This case which involved a gift to the 
American Birth Control League had no connection 
with a religious purpose. See collections of authorities 
in Scott on Trusts, Sec. 374.1, 73 A. L. R. 1361. 

In the Girard case the Court (page 110, 111) recognized 
the important fact in the Rev. Act of 1926 that Congress did 
not intend to and did not impose a limitation upon chari¬ 
table corporations carrying on propaganda or influencing 
legislation in order to carry out their principal objectives, 
from the fact that in 1934 Congress intended to and did 
amend the Act of 1926 by limiting the extent of a charita¬ 
ble corporation’s activities in carrying on propaganda and 
influencing legislation by the addition of the phrase to the 
1926 Act as follows,— 

“And no substantial part of the activities of which is 
carrying on propaganda, or otherwise attempting to 
influence legislation.’’ (26 USCA ^303(a)) 

and held on pages 110, 111 that,— 

“A limitation, if any, upon the deduction granted in 
general terms of bequests to religious bodies is for 
Congress to make and Congress has since made it in 
the 19.34 Statute. Such limitations ‘*not having been 
imposed by legislation, it is nat for a court or admin^ 
istrative officer to impose it. The decision of the 
Board of Tax Appeals is reversed.’’ 

The Act here is governed by the same rule of construc¬ 
tion as applied by the Court in the Girard case. It is 
obvious that as Congress has not amended the Act here, 
as it did in the Int. Rev. Act of 1934, that the limitation 
imposed on the Act here by the lower Court is erroneous. 
To put it differently, the Court below undertook to legis¬ 
late, i. e. to amend the law. 
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Furthermore, even if Congress had amended the Act 
here,—and it has not,—by adding the phrase, as added in 
the Revenue Act of 1934, appellant would still be exempt 
under the Act here, because no “substantial part of its 
activities” is devoted to carrying on propaganda or at¬ 
tempting to influence legislation, as is clearly shown by the 
facts of record herein. 

All the churches, regardless of theological differences, 
believe in Appellant’s objects, and support it by voluntary 
contributions from their church budgets (p. 4a); all 
churches attempt to and do carry on propaganda and in¬ 
fluence legislation in carrying out their objects, as pointed 
out in the Girard case, supra. 

m 

Appellee’s Contention That Appellant Is Not A Charitable 
Corporation Because Some Of Its Objectives For Re- 
Forms Are Of A Controversial Nature Is Erroneous. 

(a)Appellee is in error in contending that although “/< 
is clear that Appellant*s objects avA activities are highly 
comm end able** (p. 15 of its Brf.), and that it is ^‘organized 
ami operated to promote many reforms** that a large num¬ 
ber are of highly controversial nature, such as prohibi¬ 
tion, the liquor traffic, etc.; and that, as to these. Appel¬ 
lant seeks to educate the public and establish public senti¬ 
ment or opinion along its own way of thinking, and that 
this is not the kind of educational activities which are 
contemplated by the exemption provision of the Act. (p. 
19 of its Brief). 
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(b) The Girard case answers appellee’s erroneous con¬ 
tention as follows: 

“The advocacy of such rej^ulation before party com¬ 
mittees and legislative bodies is a part of the achieve¬ 
ment of the desired result in a democracy. To 
safeguard “against its undue extension lie in counter¬ 
pressures by groups who think differently and the 
constitutional protection, applied by Courts, to check 
that which interferes with religion for any.” 

(c) As has been previously argued, if appellee’s conten¬ 
tions were sustained, all churches 'which cooperate "with or 
contribute to the support of appellants’ activities would 
un-class themselves as charities or charitable organizations, 
thereby undermining the fundamentals upon which their 
objectives are based. To show the gross error of this w’hole 
contention and theory of law we quoted fully from the 
Girard case,—the latest reported Federal case,—122 Fed. 
(2d) p. 110,—opinion by Judge Goodrich, in which the law 
is logically and correctly reviewed and restated. 

As will also aijpear above. Judge Goodrich interprets 
Judge Hand’s decision in the Slee case, 42 Fed. 2d. 184, as 
we did in our original brief herein. 

IV 

The Cases Cited By Appellee Are Not Relevant. 

(a) The cases cited by appellee (pages 9-26 in its Brf.) 
are not controlling or relevant due to the recent decisions 
of the Supreme Court of the United States and the Fed¬ 
eral Courts, quoted above, which change the old rule fol¬ 
lowed by some of the courts, including the lower court in 
its decision. The rule now is that statutes exempting char¬ 
itable organizations are not to be narrowly or strictly con¬ 
strued against the corporation, but, if any doubts exist 
they are to be construed in favor of the corporation, and 
that it is not for a Court to impose a limitation into the 
statute to defeat the exemption of the corporation from 
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taxatioTi. (Cases cited and quoted under Points above). 

Phoenix Fire and Marine Co. v. Tenn. 161 U. S. 174, 
and Bk. of Commerce v. Tenn., 104 U. S. 49.S cited in sup¬ 
port of its contention that exemptions from taxation are 
strictlv construed and anv doubt must be resolved in favor 
of the taxin*^ authorities (Brf. p. 9) are not in point under 
the present law, and do not involve the rule exempting 
charitable corporations from taxation. 

Hagen v'. Nat. Rifle Asst, of America, Inc., 69 App. D. C. 
339, 101 F 2d 4.32 is not in point as it was held there that as 
to whether the association’s objects were educational that 
“No one of these objects and activities is necessarily or 
exclusively educational in character.” The Court was also 

influenced bv the theorv that “in teaching the vouth of the 

• • •“ •> 

nation to shoot, without at the same time inculcating the 
discipline of military training, * * * it is much more 

probable that the result could be, instead, a tremendous in¬ 
crease in government burden of crime control. Even well 
recognized methods of youth-training, such as physical 
education, when distorted and diverted from their legiti¬ 
mate use, may cease to have educational character. ”(p.436). 
The statute and facts there involved as to educational in¬ 
stitutions are not similar to those here. Here appellee ad¬ 
mits in its brief that appellant’s objects and activities are 
highly commendable (p. 15), and that it seeks to educate 
the public along its way of thinking (p. 19), and receives 
funds from various churches to aid it to carry out its 
objects (appendix, p. 4a). 

The various states are in conflict as to the word “chari¬ 
table” (14 0. J. S. §1 “charities”: 10 Am. Jur. §136, p. 
686). However, their decisions are not controlling here as 
the Act was passed by Congress, and the construction 
here is governed by the federal law. (Faulkner v. Com’r. 
of Int. Rev. 112 F 2d 987, 993, where the Revenue Act of 
1926 as stated on page 1 above was amended in 1934 by 
adding the clause, not a part of the act here, “and no sub¬ 
stantial part of the activities of which is carrying on prop¬ 
aganda, or otherwise attempting, to influence legislation.”) 

A few of the many decisions adverse to appellee are as 
follows: 
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Gossett V. Swinney, 53 F 2d 772, in construing the word 
“charitable,” as construed under the common law, which 
is a part of the law of Missouri, and here (Title 1 21 of 

D. C. Code), held,— 

“The Courts of Missouri, as well as most American 
Courts, have adopted a liberal attitude towards chari¬ 
table trusts.” (p. 775) 

“As there are some states in which the Statute of 
43 Elizabeth, respecting charitable uses, has been re¬ 
pealed, we do not consider that the opinion of the 
courts of those states, nor of other courts in the sub¬ 
ject of the law of charities prevailing in them, should 
have any great influence in our judgment in relation 
to this matter.” (p. 776) 

“Perhaps charity, as generally and commonly un¬ 
derstood, has to do with gifts to the poor and needy, 
and steps taken to relieve distress and suffering on 
the part of those unable to help themselves; but the 
legal significance of the term is much broader. Pub¬ 
lic charities are thus defined: ‘Every public trust, 
though benefiting the rich and poor alike.’ 6 Cvc. 
902.’’ (p. 776) 

Bok V. McCaughn, 42 F 2d 616, held that “charitable 
purpose” within Revenue Act of 1921, § 214 (a) (11), 
(where wording is similar to the Act here) “is general pub¬ 
lic use, which extends to poor as well as to rich.” 

Wcyl V. Com’r. Int. Rev., 48 F 2d 811 (CCA 2) held that 
“Contributions to League for Industrial Democracy, orga¬ 
nized to make researches and give lectures, concerning eco¬ 
nomic and social problems, held deductible as contributions 
to “educational corporation.” That “ ‘Education has 
been defined by the encycloi)edia and dictionaries as im¬ 
parting or acquisitions of knowledge; mental and moral 
training ‘cultivations of the mind, feeling and manners.’ 
• • • it includes not only the narrow conception of in¬ 

struction, to which it was formerly limited, but embraces all 
forms of human experience, * * * 
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Having again thoroughly analyzed the principles of law 
governing in this case and having shown very clearly to the 
Court that the entire theory of the defendant as to the prop¬ 
er construction of the applicable statutes in the District of 
Columbia relative to the tax exemption claimed by plain¬ 
tiff, is erroneous, we again respectfully submit to the Court 
that the relief prayed for by appellant should be granted 
and the decision of the lower court in all respects reversed- 

Respectfully submitted, 

ROBERT H. McNEILL, 
Attorney for Appellant. 





